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ENERGY AND WATER, AND RELATED AGEN-
CIES APPROPRIATIONS FOR FISCAL YEAR
2007

THURSDAY, MARCH 2, 2006

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 2:33 p.m., in room SD-124, Dirksen
Senate Office Building, Hon. Pete V. Domenici (chairman) pre-
siding.

Present: Senators Domenici, Craig, Allard, and Murray.

DEPARTMENT OF ENERGY
STATEMENT OF HON. CLAY SELL, DEPUTY SECRETARY
OPENING STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. The hearing will please come to order.

Senator Reid has indicated that I should start. He may or may
not be able to come, but we’re going to proceed.

Good morning to you, Mr. Secretary.

First of all, as many of you may know, Clay is returning to this
subcommittee, where he served as clerk for 4 years. I'm not sure
that he wanted me to brag or comment about that, but it’s a re-
ality, so we might as well say it. 'm very pleased to have you here
today, and to have you where you are. I'm sure you're going to do
an excellent job in this very difficult arena. And I compliment you
on the subject matter that you’re going to present to us today.

This one of many of the President’s new programs to break
America’s dependence on foreign oil and build America’s competi-
tive edge. And DOE is the focal point for these initiatives.

Good afternoon, Senator Craig.

First, I commend the Secretary and the Deputy Secretary for set-
ting forth a comprehensive global nuclear strategy that promotes
nuclear nonproliferation, and the goals of that, and helps to resolve
our nuclear waste issues at the same time.

In the 1970’s, the United States decided to abandon its leader-
ship on nuclear recycling and let the rest of the world pass us by.
With the creation of this new global nuclear energy program, we’re
going to get back into the ball game.

Now, it’s not so easy to play catch-up from such a far long dis-
tance behind. It means you’ve got a lot of hard work. It means
you've got to have a big vision. It means you've got to be willing
to put up some resources. And then you've got to decide that what
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you're trying to do is really worth it, that it has the potential for
solving some big, big problems in the future.

So, based on the current projections, global energy demand is ex-
pected to double by the year 2050. We must act now to ensure that
we have a reliable energy source, without increasing air pollution
and without increasing greenhouse gases.

Passage of the Energy bill last year created a new future for nu-
clear power in this country, and it’s interesting to note that the
rest of the world is aware of the same thing we are aware of. We
finally changed our policy, the rest of the world has finally decided
to change their modus operandi, and they are also moving rather
quickly into nuclear power reactors as source of energy for their
countries. And that’s China and many others, Larry, as we know.

In the year 2006 Energy Outlook, the Energy Information Agen-
cy has included in its estimates, believe it or not, a growth in nu-
clear power as part of the domestic energy picture. Now, that’s a
simple statement to make. And for many, it doesn’t mean much.
But when the Energy Information Agency looks out there and as-
sesses what’s going on, they usually come up with some pretty ob-
jective findings. And they have made a decision, a determination
that nuclear power is going to come onboard in the United States
by way of nuclear power plants. With the GNEP, we began to close
the cycle on nuclear waste in ways that prevent proliferation and
reduce both the volume and the toxicity of waste. By recycling of
spent nuclear fuel, we can reuse the uranium, which is 96 percent
of the spent fuel. We can separate the most toxic radioactive mate-
rial to be burned in advanced burner reactors.

By reusing the fuel and burning the transuranic material, we can
reduce the amount of waste that would be placed in a Yucca Moun-
tain by 100 times. In other words, a Yucca Mountain will hold the
waste from 100 times as much nuclear power as it will today, put-
ting the spent fuel rods in, as we would put them in under current
law and current policy.

So, I am pleased that President has focused on the importance
of solving the energy needs. I don’t want to lose sight of the impor-
tance of implementing the Energy Policy Act, which contains many
important incentives that will support the deployment of clean coal
technology, advanced nuclear power plants, biomass, and other re-
newable projects.

Mr. Secretary, it’s my pleasure to welcome you back, and then,
after yielding to Senator Craig, I'd ask you to summarize your
statement, and it’'ll be made a part of the record.

Senator Craig.

STATEMENT OF SENATOR LARRY E. CRAIG

Senator CRAIG. Well, Mr. Chairman, thank you very much. Clay,
welcome before the committee.

I'm sitting here listening to you, Mr. Chairman, and saying, gee
whiz, a year ago, this time, we didn’t know if we were going to get
an Energy bill. There were no incentives for new nuclear plants,
no risk insurance, no tax credits, no loan guarantees. A year ago,
there were no real plans for any new nuclear plants to be built in
the United States. A lot of need, a lot of concern. The utility indus-
try was looking, in the out years, to baseload, wanting to do nu-
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clear. But today we believe there are 19 new reactors on the draw-
ing boards of America’s industries.

So, it is a phenomenal transition, Mr. Chairman, from where we
were to where we are. And how we keep that going is going to be
awfully important, not only for the future of our country, but lit-
erally for the future of the world. The President, with his India nu-
clear deal of 14 reactors, just in the last 24 hours, is a big deal.
It’s an important deal as it relates to proliferation and our ability
to get our collective, and the world’s collective, arms around spent
fuels and all of that type of thing. And I applaud you, Clay, for the
work you've done on GNEP, or the Global Nuclear Energy Partner-
ship. It is a very important component in where we head as a
world into resolving the waste stream issue and a concern that
may exist still by some, as there is legitimacy to it, of proliferation.

As you know, I and others have worked awfully close on—and
with you—on a new-generation concept beyond GNEP. And we ac-
tually legislated it into the policy. And these are policies that fit
well together, and should be looked at in that context, I would
hope. And I say that, because clearly the technology is there, not
only for nuclear, but the President’s initiative. His bold step, very
early on in the administration, to link hydrogen to the ability of the
nuclear industry, led me, this past week, to go downtown to NEI
R&D summit and challenge them, and say, “Why don’t you get out-
side this big new box you’re in. It’s an exciting box, building new
reactors, building new baseload, bringing in the efficiencies of
clean, non-emitting energy. At the same time, you’re still thinking
of it in the context of nuclear generation alone. Maybe we ought
to think beyond that, to not only nuclear generation, but hydrogen
production, not unlike what the folks in the coal industry are doing
with Future Gen.” And so, it’s not that I coin a phrase, but I said,
“Why don’t we talk about Freedom Gen? Why don’t we get this
country up off its knees and start running?” You know, I was one
of those—and Pete and I—the problem we’ve got in this committee
is that we think we know so much about energy—and we, collec-
tively, do, thanks to people like you, who used to be with us, and
other great staff people—and when somebody says, “You know, this
Nation could be energy independent,” we all step back and say,
“Whoa, whoa, whoa. I don’t think we could ever get there.”

I think how exciting it is for this President—and we almost got
him there in the State of the Union—to challenge this country to
get well beyond where it ever thought it could go. It’s those kinds
of challenges that really have made this country great. It is not im-
possible, from an electric standpoint, with coal new technology, nu-
clear new technology, to be independent there, that’s for sure, and
then to start adding other components to it. The Energy bill that
we passed in July, that was signed in August, does just that. And
because many of us were concerned about where we went with
other world initiatives out there that related to climate change, we
challenged this President. You all met the challenge. He went out
and started talking about an Asia-Pacific initiative that makes an
awful lot of sense and fits into the GNEP concept beautifully well.

So, there are an awful lot of exciting things happening out there.
And I think this committee is—has done what oftentimes in Con-
gress we really don’t get done, we've actually created, thanks to
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your leadership, Mr. Chairman, a significant and powerful new na-
tional policy that is now moving and driving. And we need to
strengthen it where we can. We need to add new to it where we
will. Your leadership at the Department of Energy with this Sec-
retary will help us a great deal.

So, I'm anxious to hear your presentation as it relates to the
Global Nuclear Energy Partnership. And then let’s see how we can
blend it with other initiatives underway to see if there is an econ-
omy of scale and a value that can be created by all of these things
converging together into our budgets and into the technology and
capability of America’s mindset.

Thank you, Mr. Chairman.

Senator DOMENICI. Thank you, Senator.

Senator Allard, first of all, let me say I'm very pleased that
you’re with us. You're not brand new; I didn’t mean that. But, you
know, we haven’t had you around very long. And you’re going to
find this is a very fun subcommittee with lots of work to do. And
some of the things that you’ve been working on are here, and you’ll
have a lot more opportunity to work on them, because you’ll fund
{:hem here. So, if you'd like to make a few opening remarks, we’ll
et you——

Senator ALLARD. Well, I'd love to, Mr. Chairman.

Senator DOMENICI. If you'll make them as brief as you can, be-
cause of the 3 o’clock vote?

Senator ALLARD. Oh, I'll do that, Mr. Chairman.

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. First of all, 'm absolutely thrilled to be a part
of this committee, and was glad I had the opportunity to serve on
it, because you’ve been such a leader on meeting our energy needs
in this country, and I want to join you in that effort.

You know, there’s no doubt in my mind that we need to have an
ample source of energy—to meet the security needs of this country,
primarily, but also just to meet consumer needs, and for us to be
competitive throughout the world.

PREPARED STATEMENT

I have a couple of pages here of comments. I'm just going to ask
that (t:'ihey be inserted into the record, in addition to what I've just
stated.

And I look forward to working with you, Secretary Sell, because
I do want to give my colleagues an opportunity to say a few re-
marks, also.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR WAYNE ALLARD

Mr. Chairman, I am very pleased to be a member of this committee, and I thank
you for holding this very important hearing today. I think that nuclear energy is
one of the most promising energy sources before us. It promises large supplies of
clean energy. I have long said that America must diversify its energy sources, and
the option of using nuclear simply must be on the table.

Many people have been critical of the United States for not signing on to the
Kyoto Protocol. Now, several years later when those countries that did join are
being required to meet their first targets, many are not able to do so. France is one
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of the few countries meeting its target, and they are doing so largely because they
are heavily reliant on nuclear energy.

When we stopped reprocessing in the 1970’s, England, France and Japan kept
moving forward. They are now operating successful reprocessing facilities. Several
years ago I visited sites in France and England where they are currently reprocess-
ing spent nuclear fuel. The process is safe and efficient, and something that we
should have been doing in this country years ago.

There is a large up-front investment that has to be made in order to reprocess
spent fuel. But I would like to use an analogy that some people may find easier to
understand. To build a house in an energy efficient manner is more expensive to
build one to regular standards. You have to spend more on higher quality insula-
tion, solar panels cost money, more efficient appliances cost a little more. But you
save a lot of money down the road when you pay less in utility charges. Similarly,
while the investment for a reprocessing facility is high, because 96 percent of the
fuel can be reused, much less must be expended on storage down the road, and
much less “new” fuel must be acquired.

I look forward to working with my colleagues and the administration on this very
important issue.

Senator DOMENICI. Before I call on Senator Murray, let me say
to the Senators that are here, I understand we have two votes at
3 o'clock. And the Energy Committee, which is the two of us, we
have a 3:30 meeting.

Senator Allard, is there any—by any chance, could you use part
of your afternoon to wrap up these hearings, if we have to?

Senator ALLARD. I believe I can, but let me check my schedule,
please, and I'll get back to you in just a minute.

Senator DOMENICI. Senator Murray, would you like to make a
few opening remarks?

STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. I would, Mr. Chairman, thank you.

And I understand the time limitations, but I did want to say,
Secretary Sell, first, thank you, and good afternoon. It’s good to see
you back on the Hill.

I do have significant reservations, I have to say, about the De-
partment’s GNEP proposal. Energy security in our Nation is a top
priority for me, like everyone, and we have to do more to wean our-
selves off foreign imports of energy sources and replace them with
some secure domestic sources. But I strongly question whether
GNEP is the answer. I'm not opposed to nuclear energy. All sources
of energy have to be explored and utilized if we’re to find the best
mix for the United States to achieve energy independence. But that
requires taking a very hard look at possible sources, and consid-
ering several factors, including availability, technical feasibility,
environmental impact, and the economics of developing that new
resource. And we also have to look for solutions to our energy prob-
lems now in using those criteria. That’s why I think this proposal
falls short.

From what I can tell, it has not gone through the necessary peer
review, it’s without strong economic cost analysis, and it does noth-
ing to address our energy needs in the near-or mid-term.

But before we go further, I have to point out that this proposal
seems to gloss over the difficulty this country has in managing our
nuclear waste. And I want to revisit quickly another proposal on
cleanup offered by DOE. Accelerated cleanup was sold as a plan to
focus on one contaminated site, and once that site was cleaned up
and closed, the funds would then be redirected to other sites to ac-
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celerate cleanup. The good news, of course, is Rocky Flats was
closed this year. But the bad news is, is the EM budget request is
cut by $762 million in 2007. DOE broke that deal with the sites,
the States, and the Congress. And rather than addressing the nu-
clear waste legacy, DOE has shifted focus to other areas and left
our communities holding the bag.

I'm particularly disturbed by comments made by Under Sec-
retary Garman, when he spoke to the Energy Facility Contractors
Group last month. He called for us to get honest about the cleanup
projects left around the country. The context of those comments is,
the cleanup agreements between the Government and the States.
The Government is failing to meet milestones. Funding is being cut
back. And DOE officials are telling our States to get honest. DOE
signed these agreements and should not be looking to break them.

It’s another example of the mixed messages that DOE sends on
its cleanup responsibilities. Last year, I had to fight very hard for
funding for the vit plant on the Hanford site. I was told by Sec-
retary Bodman, and by you, that DOE stood behind the project. I
found that hard to believe, when the only DOE funds offered up for
rescission was the $100 million from the vit plant.

In the President’s 2007 budget proposal, there is $690 million for
the vit plant, and I'm relieved. The budget request is finally where
it should be. But the funds for the tank farm activities are down
by $52 million, which includes a zeroing out of bulk vit plant. That
was proposed by the administration as a way to get the tank waste
treated faster, and now the request is zero.

So, let’s get honest. DOE has a poor record when it comes to
managing nuclear waste. GNEP will add the waste inventory,
while doing nothing in the near term to help achieve energy inde-
pendence. Today there is no place to permanently store spent nu-
clear fuel. The request for GNEP is $250 million, while the request
for EM funds is down. It’s striking to me that DOE has proposed
a project that would create the same kind of waste that we are
struggling to retrieve and treat at the Hanford Tank Farm. I have
many concerns, and I'm eager to hear your presentation and to ad-
dress them during the appropriations cycle.

Thank you, Mr. Chairman.

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Senator DOMENICI. Thank you very much. Senator Cochran has
submitted a statement which we will also include for the record.
[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, I am pleased to join you in welcoming Deputy Secretary Sell to
the subcommittee, and I look forward to his testimony about the fiscal year 2007
Budget Proposal for the Global Nuclear Energy Partnership.

Secretary Sell, welcome back to the subcommittee where you worked as clerk for
4 years. Your service on this important subcommittee gives you a solid background
to execute our national global nuclear strategy. I am pleased that the Department
of Energy is working on a long term strategy to address the nuclear needs of our
Nation, from the execution of our nuclear security to the deployment of new nuclear
power plants. There is a great need for nuclear power in this country, and as we
look to the future, there is going to be an increased need for energy production. Nu-
clear must be a significant part of that production.
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My State is home to the Grand Gulf nuclear power facility in Port Gibson, Mis-
sissippi. In addition, we are a leading site to host a new commercial nuclear power
plant, which will not only provide jobs and stimulate economic development, but
could also provide future rate relief to my State’s electricity customers. The support
of this new facility would relieve the burden of high cost natural gas currently used
to generate electricity.

Lastly, in order to support the exiting fleet of nuclear power plants, as well as
support the building of new nuclear facilities, we must recognize the nuclear spent
fuel situation. Customers have been contributing to the nuclear waste fund for
many years and have seen little benefit from their investment. Utilities have been
in litigation with the government spending millions of dollars in legal fees over the
issues surrounding spent fuel. I hope that we will work to address these problems
so that this country can build a clean and reliable fleet of new nuclear plants.

We will continue to discuss the details of this program over the next few months.
I look forward to working with you and my colleagues on the Appropriations Com-
mittee to analyze this new initiative and make the best decisions for fiscal year
2007. Thank you for your good assistance in our efforts to make wise decisions.

Senator DOMENICI. Mr. Secretary, please proceed.
Mr. SELL. Thank you very much, Mr.—
Senator DOMENICI. Don’t worry about that.

STATEMENT OF HON. CLAY SELL

Mr. SELL. Well, I don’t want to lose my audience too quickly.

Mr. Chairman, Ranking Member Reid, Senator Craig, Senator
Allard, Senator Murray, it is truly an honor and a great pleasure
for me to have this opportunity to come back before this sub-
committee to discuss the administration’s proposed Global Nuclear
Energy Partnership, or what we call GNEP.

Thank you for allowing my written statement to go into the
record, and I would like to make some summary comments. And
I will try to do that in 5 or 7 minutes.

In many respects, I believe it is appropriate that the first public
hearing on GNEP occur here before this subcommittee. From
Chairman Domenici’s 1997 Harvard speech calling for a broad re-
consideration of nuclear policy and reprocessing, to this commit-
tee’s role in funding plutonium disposition, to this committee’s role
in funding a great breadth of nonproliferation initiatives, to the
creation of the Advanced Fuel Cycle Initiative under the chairman-
ship of then-Chairman Reid in 2002, this committee, along with
your counterparts in the House, has always provided great bipar-
tisan leadership on nuclear matters within our government. So, it
is a pleasure to be here today to discuss GNEP.

I would like to tell you today why we are proposing GNEP. I'd
like to elaborate on what it exactly is and how we propose, with
the support of this subcommittee, to get started.

The President has stated a policy goal of promoting a great ex-
pansion of nuclear power here in the United States and around the
world. The reasons for this are obvious. As the chairman said, the
Department of Energy projects that total world energy demand will
increase—will double by 2050. And looking only at electricity, pro-
jections indicate an increase of over 75 percent in the next 20
years—75 percent increase in electricity demand over the next 20
years.

Nuclear power——

Senator DOMENICI. Now, that’s worldwide.

Mr. SELL. That’s worldwide.

Senator DOMENICI. Worldwide.
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Mr. SELL. Nuclear power is the only mature technology of signifi-
cant potential to provide large amounts of completely emissions-
free baseload power to meet this need. It will result in significant
benefits for clean development around the globe, reduced world
greenhouse gas intensities, pollution abatement, and the security
that comes from greater energy diversity.

But nuclear power, with all of its potential for mankind, carries
with it two significant challenges. The first: What do we do with
the nuclear waste? And the second one: How can we prevent the
proliferation of fuel-cycle technologies that lead to weaponization?

GNEP seeks to address and minimize these two challenges by de-
veloping technologies to recycle the spent fuel in a proliferation-re-
sistant manner and support a reordering of the global nuclear en-
terprise to encourage the leasing of fuel from what we’ll call “fuel-
cycle states” in a way that presents strong commercial incentives
against new states building their own enrichment and reprocessing
capabilities.

Regarding our own policy on spent nuclear fuel, the United
States stopped the old form of reprocessing in the 1970’s, prin-
cipally because it could be used to produce plutonium. But the rest
of the major nuclear economies, in France, in Great Britain, in
Russia, in Japan, and in others, continued on without us. The
world today has a buildup of nearly 250 metric tons of separated
civilian plutonium. It has vast amounts of spent fuel. And we risk
the continued spread of fuel-cycle technologies.

If we look only for a moment at the United States, we are on the
verge of a U.S. nuclear renaissance. In many respects, due to the
provisions enacted in the Energy Policy Act of 2005, new plants
will be built. But if we want many more built—and we need
them—I believe the United States must rethink the wisdom of our
once-through spent-fuel policy. We must move to recycling.

This administration remains confident that Yucca Mountain is
the best location for the United States—for a permanent geologic
repository. And getting that facility licensed and opened remains a
top priority. Whether we recycle or not, we must have Yucca Moun-
tain. But the capacity of Yucca Mountain, as currently configured,
will be oversubscribed by 2010. If nuclear power remains only at
20 percent for the balance of this century, we will have to build the
equivalent of nine Yucca Mountains to contain once-through spent
fuel.

The administration believes——

Senator DOMENICI. Would you make that statement again?

Mr. SELL. If we continue to have nuclear generation at 20 per-
cent for the balance of this century, because of our once-through
spent-fuel policy, we will have to build the equivalent of nine Yucca
Mountains.

The administration believes that the wiser course is to recycle
the used fuel coming out of the reactors, reducing its quantity and
its radiotoxicity so that only one Yucca Mountain will be required
for the balance of this century.

So, what exactly is, then, GNEP? GNEP really is

Senator DOMENICI. Can I interrupt you?

Mr. SELL. Yes, sir.
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Senator DOMENICI. And that one Yucca Mountain, under that
scenario, would not be filled with the kind of waste we plan on put-
ting in it now, right?

Mr. SELL. It would be filled—we still have a significant amount
of Defense waste, in Senator Murray’s home State, in Senator
Craig’s home State, that will go to Yucca Mountain. And there

Senator DOMENICI. I'm speaking of the domestic side.

Mr. SELL. And on the commercial spent fuel, we believe that up
to 90 percent of commercial spent fuel could be recycled before
going to Yucca Mountain.

Senator DOMENICI. Which means it would be a different spent
fuel.

Mr. SELL. It would be—it would be in a condition with a very
low—with a peak dose occurring in year one thousand versus year
one million. It would be in a more stable glass form. And it’s the
radiotoxicity of the waste which really drives capacity size. And by
reducing the radiotoxicity, you could fill Yucca Mountain with this
glacious stable waste. And that would—we think, would be enough
for this century.

Senator DOMENICI. Excuse me for interrupting. Thank you.

Mr. SELL. GNEP is really about identifying the policies, devel-
oping the technologies, and building the international regimes that
would manage and promote such a growth in nuclear generation in
a way that enhances our waste management and nonproliferation
objectives.

The program and its full detail is laid out in my prepared state-
ment. But I would like to focus on a few of the key engineering and
development efforts that are key to GNEP’s success.

First, the Department of Energy seeks to greatly accelerate its
work in the demonstration of advanced recycling. This effort builds
on the Advanced Fuel Cycle Initiative initiated by this—or by Con-
gress, and specifically this committee, several years ago. We have
developed, in the laboratory, recycling technology that does not sep-
arate plutonium like the current reprocessing technologies that are
used around the globe. Rather, it keeps the actinides together, in-
cluding plutonium, so that they can be made into fuel to be con-
sumed in fast reactors that will also produce electricity. By not sep-
arating plutonium and building in the most advanced safeguard
technologies, recycling can be done in a way that greatly reduces
proliferation concerns.

Another key objective of GNEP would be to demonstrate, at engi-
neering scale, an advanced burner reactor that can be used to con-
sume plutonium and other actinides, extract the energy potential
out of recycled fuel, reducing the radiotoxicity of the waste in re-
peating cycles so that the waste that comes out of the reactor re-
quires dramatically less geologic repository space.

These technologies come together in the reliable fuel services
framework. GNEP will build and strengthen a reliable inter-
national fuel services consortium under which fuel supplier nations
would choose to operate both nuclear power plants and fuel produc-
tion and handling facilities while providing reliable fuel services to
user nations that choose to only operate nuclear power plants. This
international consortium is a critical component of the non-
proliferation benefits of the GNEP initiative.
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The notion is as indicated on the first chart over here—in ex-
change for assured fuel supply, on attractive commercial terms,
user nations that are interested in bringing the benefits of nuclear
power to their economies would suspend any investments in enrich-
ment and recycling. Under the Non-Proliferation Treaty, they have
a right to do that. They have a sovereign right. And what we are
trying to provide is attractive commercial incentives that would
discourage them from acting on those rights.

There are two other key elements of GNEP, from a technology
development standpoint. We would hope to work in partnership
with other nations to develop small proliferation-resistant, perhaps
modular or factory-built reactors that are appropriate for the grids
of the developing world. And, in fact, many of the technologies,
Senator Craig, being developed as part of the next-generation nu-
clear plant are appropriate—particularly the gas reactor tech-
nology—are appropriate candidates for these types of small-scale
reactors.

And, in all cases, we will work to develop and incorporate in the
most advanced safeguards technologies and ensure and emphasize
best practices for handling of nuclear materials worldwide.

So, how do we hope to begin? In fiscal year 2006 and 2007, the
Department proposes to concentrate its efforts on technology devel-
opment to support a 2008 decision on whether to proceed with
these demonstrations. In general terms, our $250 million request
for 2007 funding is to initiate work on separations and advanced
fuels technology development, transmutation engineering, systems
analyses, and planning functions to support the demonstration of
a UREX+ recycling plant and to support, over a 10-year period,
the demonstration of an advanced burner reactor.

In conclusion, we need to pursue all energy technologies to ad-
dress the anticipated growth in demand for energy. But, clearly,
the growth of nuclear energy is vitally important for the United
States and for the world.

Our country can choose to continue down the current path, or we
can lead the transformation to a new, safer, and more secure ap-
proach to nuclear energy, an approach that brings the benefits of
nuclear energy to the world while reducing vulnerabilities from
proliferation and from nuclear waste. We believe that we are in a
stronger position to shape the future if we are part of it and if we
are leading it. And, in many respects as it relates to the fuel cycle,
the United States has yielded our leadership position over the last
30 years. We think we need to reclaim it.

Challenges remain in demonstrating the GNEP technologies. But
without GNEP, there will be more plutonium throughout the world
for generations to come. There will be more spent fuel. There will
be greater proliferation risk. There will be more greenhouse gases
emitted into the environment, and less energy here at home and
abroad. The Global Nuclear Energy Partnership is not a silver bul-
let, but it is part of a broad strategy, that, when combined with ad-
vancements in renewables, clean coal, and other technology devel-
opments, can, and will, make a difference in the security, environ-
mental, and energy challenges that we face.
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PREPARED STATEMENT

I ask, and I seek, the committee’s support of this initiative. I look
forward to your questions. And I look forward to working with you
as the year progresses.

I'm pleased to take any questions you have.

[The statement follows:]

PREPARED STATEMENT OF HON. CLAY SELL

Mr. Chairman, Senator Reid, and members of the subcommittee, it is a pleasure
to be here today to discuss the Department of Energy’s fiscal year 2007 budget re-
quest of $250 million, to begin investments in the Global Nuclear Energy Partner-
ship (GNEP). This new initiative, which is part of President Bush’s Advanced En-
grg}}lr Ir:iitiative, is based on a simple principle: that energy and security can go hand
in hand.

It is a comprehensive strategy that would lay the foundation for expanded use of
nuclear energy in the United States and the world by demonstrating and deploying
new technologies that recycle nuclear fuel, significantly reduce waste, and address
proliferation concerns. GNEP seeks to encourage the future leasing of fuel from fuel
cycle states in a way that allows new states to enjoy the benefits of abundant
sources of clean, safe nuclear energy in exchange for their commitment to forgo en-
richment and reprocessing activities, to help alleviate proliferation concerns.

The Department of Energy recently estimated that the global demand for energy
may increase as much as 50 percent by 2025, with more than half of that growth
coming from the world’s emerging economies. Specifically, regarding electricity, the
growth is projected to be particularly steep, increasing over 75 percent over the next
two decades. To begin addressing that challenge today, the President has stated a
policy goal that includes world-wide expansion of nuclear power.

The reasons for this are clear. Nuclear power is a mature technology of significant
potential to provide large amounts of emissions free base load power. Benefits from
nuclear power include the abatement of greenhouse gas emissions, air pollution, and
energy diversity. Other nations have reached a similar conclusion. With 24 new nu-
clear plants under construction world wide and additional plants planned or under
consideration, it is important that nuclear energy expand in a way that supports
safety, security, and the environment.

All of these factors point to the need for a widespread expansion in the use of
nuclear energy. To encourage and support such an expansion, the Department is ad-
vocating a new approach to the fuel cycle which we believe will significantly en-
hance our management of used nuclear fuel. This approach should allow us to make
more efficient use of our uranium resources. Based on technological advancements
that would be made through GNEP, the volume and radiotoxicity of waste requiring
permanent disposal will be greatly reduced, delaying the need for an additional re-
pository through the end of the century.

To meet the goals of GNEP, the Department has developed a broad implementa-
tion strategy comprised of seven elements.

First, we must sustain and expand the use of nuclear power in the United States.
Action is needed to ensure that there are successor plants to those that supply near-
ly 20 percent of our electricity. Efficiency gains to existing reactors over the past
decade have added the equivalent of 25 additional reactors to the grid, but such
gains are approaching a limit. We must build on advances made by the President
and Congress to stimulate new nuclear plant construction.

In 2002, the administration announced the Nuclear Power 2010 program, a cost-
shared initiative with industry aimed at demonstrating the streamlined regulations
for siting and constructing new nuclear plants. Much progress has been made since
this program was first announced and today the Department is sponsoring two dem-
onstrations aimed at submitting and obtaining approval of the first combined Con-
struction and Operating License (COL) applications.

DOE is currently working with two consortia of nuclear generating companies and
vendors to prepare and submit these COL applications to the NRC by 2007 and
2008, respectively. This, together with the incentives enacted through the Energy
Policy Act of 2005 (EPACT 2005) will enable generating companies to proceed with
new nuclear plant projects.

The Department is responsible for implementing the Standby Support for Certain
Nuclear Plant Delays provisions of EPACT, which is a form of Federal risk insur-
ance to encourage investment in advanced nuclear power facilities by providing cov-
erage for certain costs resulting from certain regulatory or litigation delays. Addi-
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tionally, EPACT 2005 contains provisions for production tax credits for advanced
nuclear facilities, and a loan guarantee program for low-emission energy production
technologies, such as nuclear power plants. We are confident we will see new plants
under construction within the next 10 years.

Second, we must address the issue of nuclear waste. A geologic repository is a ne-
cessity under all fuel management scenarios, and the 2007 budget request provides
$544.5 million to maintain steady progress toward opening the Yucca Mountain re-
pository.

Under GNEP, commercial spent nuclear fuel would be recycled so that trans-
uranic elements would be consumed, not disposed of as waste. Residual waste fis-
sion products would be reconfigured for disposal at a geologic repository. In addition,
direct disposal will be the only option for a small portion of older commercial spent
fu(lal ar(lid certain specialized fuels for which separations processes have not been de-
veloped.

GNEP would provide three improvements to spent fuel disposal at a repository
by significantly reducing the volume of nuclear waste, enhancing thermal manage-
ment by reducing the waste form heat load, and reducing the amount of long-lived
radionuclides requiring disposal eliminating the need for an additional repository
through the end of the century.

Third, we propose to demonstrate recycling technology that would enhance the
proliferation-resistance of the fuel cycle compared to existing reprocessing tech-
nologies called Plutonium-Uranium Extraction or PUREX. To accomplish this, the
Department would accelerate through the Office of Nuclear Energy, Science and
Technology’s Advanced Fuel Cycle Initiative (AFCI), the development, demonstra-
tion, and deployment of new technologies to recycle spent fuel—these are tech-
nologies that would not result in separated plutonium—a key proliferation concern
presented by current generation reprocessing technologies. Moreover, this tech-
nology would only be deployed in partnership with other fuel supplier nations.

The AFCI program legislated by the Congress has over the years identified prom-
ising advanced nuclear technology options that are sufficiently developed to allow
for a demonstration program to proceed. Acting now will enable us to help shape
the global fuel cycle and prepare to accommodate growth in emission-free nuclear
power.

In support of this effort, the United States would propose to work with inter-
national partners to conduct an engineering-scale demonstration of advanced recy-
cling technologies (e.g., a process called Uranium Extraction Plus or UREX+), that
would separate the usable components in used commercial fuel from its waste com-
ponents, without separating pure plutonium.

Fourth, the United States would develop and demonstrate Advanced Burner Reac-
tors (or ABRs). These “fast neutron” reactors would be designed to consume trans-
uranic elements in used fuel from nuclear power plants, avoiding the need to accom-
modate this radioactive, radiotoxic, and heat-producing material in a geologic reposi-
tory for hundreds of thousands of years while it decays. The Department would also
propose a new facility that could potentially serve the fuel testing needs of the Na-
tion for the next 50 years, and be used to develop and test the fuels for the ad-
vanced burner reactor made from the transuranic product from the UREX+ process.

Fifth, GNEP would build and strengthen a reliable international fuel services con-
sortium of nations with advanced nuclear technologies to enable developing nations
to acquire nuclear energy while minimizing nuclear risk. Under a cradle-to-grave
fuel leasing approach, fuel supplier nations would provide fresh fuel to conventional
nuclear power plants, including small scale reactors, located in user nations that
agree to refrain from enrichment and reprocessing.

Used fuel would then be returned to the fuel supplier nations and recycled using
a process that does not result in separated plutonium. The recycled fuel would then
be used in an ABR in fuel supplier nations. Arrangements would be available to as-
sure secure supply to user nations. Such an approach would allow user nations to
receive the benefit of having a reliable supply of reactor fuel without having to make
the significant infrastructure investments required for enriching, recycling and dis-
posal facilities.

This approach builds on and goes beyond current International Atomic Energy
Agency (IAEA) obligations—user nations would consent to refrain from enrichment
and reprocessing for an agreed period, based on economic interest. States choosing
to stay outside the GNEP framework and develop their own fuel cycle facilities
would receive increased scrutiny. We recognize that there are responsible states
that have partial fuel cycles, that do not fit the basic conceptual model, but whose
interests can be accommodated in the GNEP framework.

Sixth, the United States would work with the international community to pursue
development and deployment of small-scale reactors designed to be cost-effective, in-
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herently secure and well-suited to conditions in developing nations. The United
States would also encourage developing and deploying a small scale reactor that uti-
lizes the same nuclear fuel for the lifetime of the reactor, eliminating the need for
fuel replacement. As world population increases by 3 billion people by 2050, energy
demands and world cities will expand, making it all the more important to provide
the option of meeting some of that increased energy demand without increased
greenhouse gas emissions or pollution.

Finally, under GNEP, an international safeguards program is an integral part of
the global expansion of nuclear energy and the development of future fuel cycle
technologies with enhanced proliferation-resistance. In order for the IAEA to effec-
tively and efficiently monitor and verify nuclear materials, the United States would
propose to design advanced safeguards approaches directly into the planning and
building of new, advanced nuclear facilities and small-scale reactors. Over the next
year, we will work with other elements of the Department to establish GNEP, pay-
ing special attention to developing advanced safeguards and developing the param-
eters for international cooperation. We will also continue to work closely with IJAEA
and our international partners to ensure that civilian nuclear facilities are used only
for peaceful purposes.

The Department has proposed $250 million in the fiscal year 2007 budget as an
initial step of a plan to accelerate the development of technology as part of GNEP.
With these funds, the Department would focus its AFCI research and development
on preparing for an engineering-scale demonstration of the most promising recycling
technologies, such as the UREX+ separations technology, advanced burner reactors
and an advanced fuel cycle facility, used to fabricate and test the fuels for advanced
burner reactors.

This request represents the Department’s best assessment of the GNEP program
technical development priorities and sequencing toward demonstration facilities.
The fiscal year 2007 request shows that significant growth in funding over the fiscal
year 2007 request is necessary for the planning of the three integrated demonstra-
tion facilities.

In fiscal year 2006, mission need would be established for these facilities and the
Department would begin work on an Environmental Impact Statement for the three
facilities, which would continue through fiscal year 2007. In parallel with this, in
both fiscal year 2006 and fiscal year 2007, the Department would continue research
and development to refine the UREX + technology, begin work on a conceptual de-
sign report, acquisition strategy, functions and operating requirements and other
analyses leading to the development of baseline costs and schedules for the UREX +
demonstration, the advanced burner reactor, and the advanced fuel cycle facility by
the end of 2007.

The Department would propose to invest $25 million on the advanced burner reac-
tor technology in fiscal year 2007, to complete pre-conceptual design and complete
a series of extensive studies to establish cost and schedule baselines and determine
the scope, safety, and health risks associated with fuel design, siting and acquisition
options. Last month, the United States signed a systems arrangement agreement
with France’s atomic energy commission and the Japan Atomic Energy Agency to
cooperate on the development of sodium fast reactors. It is anticipated that this
agreement will establish the foundation for further collaborations on fast reactors
with these countries, and others that are expected to join the agreement in the fu-
ture, in support of GNEP.

The Department’s goal is to continue research, development and experiments on
the key technologies, complete technical and economic feasibility studies and de-
velop a more detailed costs and schedules for these demonstration facilities to in-
form decisions by early 2008 on whether to proceed to the next phase, building these
demonstration facilities. Appropriate pilot scale research and development for the
demonstration projects would proceed to develop an improved planning basis for
these facilities.

More accurate estimates of the demonstration phase will be available as the con-
ceptual design phase is completed. As noted earlier, the Department has already
started to engage other countries and we will be looking for a sizeable portion of
GNEP costs to be shared by our partners and industry starting in fiscal year 2008.

In summary, nuclear energy by itself is not a silver bullet for energy supply, in
the world or for the United States and we need all technologies to address the an-
ticipated growth in demand for energy. Regardless of the steps the United States
takes, nuclear energy is expected to continue to expand around the globe.

We can continue down the same path that we have been on for the last 30 years
or we can lead a transformation to a new, safer, and more secure approach to nu-
clear energy, an approach that brings the benefits of nuclear energy to the world
while reducing vulnerabilities from proliferation and nuclear waste. We are in a
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much stronger position to shape the nuclear future if we are part of it and hence,
GNEP. GNEP is a program that that looks at the energy challenges of today and
tomorrow and envisions a safer and more secure future, encouraging cooperation be-
tween nations to permit peaceful expansion of nuclear technology while helping to
address the challenges of energy supply, proliferation, and global climate change.

Thank you. This concludes my formal statement. I would be pleased to answer
any questions you may have at this time.

RECYCLING SPENT FUEL TECHNOLOGY

Senator DOMENICI. Thank you very much, Mr. Secretary. That’s
a very succinct and understandable presentation.

We're going to have to learn to use some words that I'm going
to start with today and see if I can get them fixed in my own mind.

Europe recycles or reprocesses now, do they not?

Mr. SELL. That’s correct.

Senator DOMENICI. And they use a rather well known process
called PUREX?

Mr. SELL. They do.

Senator DOMENICI. Tell me—or let me ask. That process—we’re
going to go one step further, or one step better—if this program is
adopted and carried out, because the PUREX process does not—
separates out plutonium in a liquid form as it proceeds through its
process. Is that correct?

Mr. SELL. Yes, that is correct.

Senator DOMENICI. Therefore, it is—go ahead and get some
water—therefore, it has some proliferation problems that are pret-
ty obvious, is that not correct?

Mr. SELL. That’s correct.

Senator DOMENICI. Now, the President, in his proposal, has cho-
sen to go to a next-technology, which is UREX+. And I think
you've stated to us the difference, but let me just put it in the con-
text of the difference between what’s going in the world now and
what we would be doing. In our process, as the—as it proceeded,
what would come out when you run the spent fuel through would
not be pure plutonium, it would never separate out. It would come
out in a compound attached, and never be liquid and never be sep-
arate. Is that correct?

Mr. SELL. That’s correct.

Senator DOMENICI. And then, that—what you get as a result of
that is reused—is that correct?—and reburned, so that you make
more energy and use up the energy that we were going to throw
away when we were going to lock it up in Yucca Mountain?

Mr. SELL. The product streams out of the UREX+ process
produce uranium, they produce an actinide stream, which is pluto-
nium bound with the other actinides, and then a fission product
stream. The fission product stream would be disposed of. The
actinides would be made into fuel that would be burned in the ad-
vanced burner reactor. And the uranium could be either re-en-
riched for use in a lightwater reactor, or it could be disposed of as
low-level waste.

Senator DOMENICI. Now, where are these processes, at this
point? And what will the $250-plus-million that you’re asking for
from this committee be used for?

Mr. SELL. The UREX+ technology has been demonstrated at a
laboratory scale.
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Senator DOMENICI. Where?

Mr. SELL. At Argonne National Lab.

Senator DOMENICI. Right.

Mr. SELL. And it is our intent—and we think it is important—
to move to demonstrate that technology on an engineering scale. It
is our hope, and it is our expectation, that—in order for an ap-
proach like GNEP to work, that these technologies need to be com-
mercialized. But there is significant engineering and development
work that needs to be done. And so, a great majority of the amount
of money that we are requesting for fiscal year 2007 would be used
to support the design work, the environmental work, and other de-
velopment work that needs to be done to support a decision to con-
struct a demonstration facility in 2008.

And if I can go back, you mentioned PUREX. You know, PUREX
was actually developed here in the United States

Senator DOMENICI. Correct.

Mr. SELL [continuing]. As part of our weapons program, so that
we could produce plutonium for use in nuclear weapons. And it
was—we used it here in the United States on the commercial side,
and it was in the mid-1970’s that we decided, for proliferation rea-
sons—and I think perhaps correctly, we decided that we should
stop doing that. And we hoped, when we made that decision—when
President Carter made that decision in 1977, that the rest of the
world would follow. But they did not. And the rest of the world has
deployed PUREX on a commercial scale, resulting in 250 metric
tons of plutonium that is now in commerce around the world today.
And that presents, in our judgment, a significant generational pro-
liferation concern. And we want to develop technologies that will
stop the production of plutonium, and also technologies that can be
used to burn down plutonium stockpiles, plutonium inventories,
over the coming decades.

Senator DOMENICI. Thank you for that explanation. That—I
failed to mention, that is our technology. We did do it. We did use
it. I mean, it was commercialized.

I'm going to yield now to Senator Craig. And the vote’s not yet
up, incidentally.

Senator CRAIG. Mr. Chairman, let me go for a few moments. But
my guess is that we probably ought to get out of here in 5, hadn’t
we, if we're going to——

Senator DOMENICI. Go to our meeting?

Senator CRAIG [continuing]. Catch that vote?

Senator DOMENICI. Yes. Is it up now, the vote?

Senator CRAIG. The vote is on now.

Senator DOMENICI. I'm very sorry. I didn’t see it.

Senator CRAIG. Yeah, the vote is——

Senator DOMENICI. I guess we should.

Senator CRAIG [continuing]. The vote is on now.

Senator DOMENICI. Senator, why don’t you proceed, and then—
Senator Allard, do you want to go vote and come back?

Senator ALLARD. Yeah, that’s what my plan would be.

Senator DOMENICI. Please do that.

Senator ALLARD. We have two votes on, Mr. Chairman.

Senator DOMENICI. All right. We'll just remind the Secretary to
wait just a while, while we have two votes. He’s going to come back
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and complete the meeting. I'm going to wait until the last minute
here.

DEPARTMENT’S GNEP TECHNOLOGY OBJECTIVES

Senator CrRAIG. Okay.

Mr. Secretary, in GNEP, the initial phase that you’re talking
about, the engineering scale demonstration phase, proliferation-re-
sistant spent-fuel processing, how long—you said construction by
2008. When do you think that plays out? And we’re looking at a
price tag for totality of that of upwards of:

Mr. SELL. The—just for the UREX+ demonstration facility, we
would anticipate—even though it would be sized somewhere prob-
ably in the 10 to 25 metric-ton-per-year size, so relatively small—
but, on order, we would expect that facility—our best estimates on
the costs would be between $700 million and $1.5 billion. And we
would hope to begin construction in 2008, and have construction
complete 3 to 4 years thereafter, to go into operations.

Senator CRAIG. And then the next phase is what, the advanced
fuel cycle?

Mr. SELL. The next phase would be the—within 10 years, we
would like to build a demonstration advanced burner reactor.

Senator CRAIG. Burner reactor.

Mr. SELL. There are a number of potential technologies that
could be used for that. And we want to do a substantial amount
of work in conjunction with our international partners, in deter-
mining the appropriate technology. But we would hope to build
and—to construct and operate that within 10 years.

The key R&D challenge—the biggest R&D challenge—we’ve done
UREX+ in the lab. We’ve built, certainly, fast reactors that can be
modified for a burner role. The biggest challenge is in developing
and qualifying an actinide-based fuel. And so, that will require sig-
nificant laboratory work to develop that fuel.

As you know, today we are doing small-scale actinide fuel tests,
in partnership with France, in their fast reactor, as well as in part-
nership with Japan. But that’s going to require a significant
amount of development work over the next 5 to 10 years.

Senator CRAIG. Then in this whole concept, the exportable mod-
ular reactor is the last phase—is that where the effort to contain—
to offer up, but contain

Mr. SELL. Under Secretary Bob Joseph and I, we went to a num-
ber of capitals in the United Kingdom, France—we saw Dr. El
Baradei in Vienna—Moscow, Beijing, and Tokyo, to talk about this
idea. And the ideas were well received, and the objectives of GNEP
were well received. But there was a tremendous amount of interest
in not just those countries, but other counties—South Korea and
others, Canada perhaps—joining together with us in developing ad-
vanced reactors for deployment in the developing world.

And so, that is something that we would seek to move, in parallel
with these other technology development efforts. And it is some-
thing that we would hope to have significant international partici-
pation in, as well.

Senator CRAIG. Okay. I suspect, Mr. Chairman, that we ought

to
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Senator DOMENICI. Could I just follow up on your very last one,
and you wait on it?

Senator CRAIG. Yes.

Senator DOMENICI. The one thing that I keep hearing—and I
want to stress it a little bit, in context of Larry’s last question—
we talk about the internationalization of this issue and the part-
nership. And I hope that as you talk about the costs for these var-
ious demonstrations and moving from a small one to the next level,
that you are talking about the possibility, or even the probability,
that we can get our partnership countries to come into that ball
game, too, of helping develop those kinds of experimental projects.
Because they will be costly. I'm not sitting up here saying I'm
against things of this type because they’re costly. I'm excited that
America might be a considering a major new program of this type.
This is what we used to be about; but we’ve gotten so fearful, we
won’t do anything like this. So, I'm on board. But it seems to me
the benefits are not going to be just to us, right?

Mr. SELL. That’s correct. There is—when we think about it in the
international context, I mean, on the first order, as I said earlier,
we've—in some ways, we have yielded our leadership role in the
fuel cycle. The French, the British, the Japanese, and the Russians
have gone on without us for 30 years. And they have significant ca-
pabilities—in some cases, that are better than ours.

Senator DOMENICI. Right.

Mr. SELL. And so, we are seeking to work in partnership with
them to accelerate, to take advantage of the advances we have each
made to accelerate the development, the demonstration, and the
deployment of these technologies as quickly as possible. So, they
bring talent and expertise to the table.

But one of the other things that has been quite encouraging is
that they also seek full partnership, which means in-kind contribu-
tions, and, we would expect, significant financial contributions.
That is—we really seek to pursue these technologies in partner-
ship. And that is, in addition to the benefits that I've laid out, we
think it also has other significant benefits, in that it will allow us
to accelerate, working in partnership with these other countries,
the phase-out of the current PUREX technologies that are used
around the world today, and the phase-in of more advanced pro-
liferation-resistant recycling technologies.

Senator DOMENICI. That’s why I asked. It would seem to me that
the benefits are for them, too.

Mr. SELL. Indeed.

Senator DOMENICI. Because the benefit to the world is that we
would—we might all be engaged in the most nonproliferation-active
formulation of machinery, rather than what we’ve got now. And
they ought to be beneficiaries, and we ought to help pay for it.

Mr. SELL. Mr. Chairman, we really believe that, through these
technological advancements, we can make it commercially attrac-
tive to recover the economic value of spent fuel. And once we can
do that, then that allows a international fuel leasing regime to
work.

Senator DOMENICI. I'm going to just close by saying: When we
talk about the dollar numbers, we have never talked about how
much value added there is going to be in this process. That might
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be the subject matter of maybe your doing some research and sub-
mitting to us: If this works, what is all that extra energy that we're
going to have for sale? What is its value going to be? Because it’s
going to be somewhere, isn’t it?

Mr. SELL. There will be a tremendous value of the electricity pro-
duced, and a tremendous savings by avoiding the cost of building
nine Yucca Mountains over the course of the century. And, quite
frankly, the engineering and the packaging required to dispose of
hot spent fuel is much greater than that, that would be required
to dispose of the more stable glacious waste form.

Senator DOMENICI. We’'d get a whole lot more fuel to burn.

Mr. SELL. That’s correct.

Senator DOMENICI. That’s got a value added that this process is
going to yield, right?

Mr. SELL. That’s correct. And right now

Senator DOMENICI. That would be very, very large. Huge
amount.

Mr. SELL. It’s a significant amount. And right now spent fuel
that is headed towards Yucca Mountain still has over 90 percent
of its energy value. And by developing recycling technologies, we
think we can recover a great portion of that energy value and
produce electricity with it.

Senator DOMENICI. We're going to be in recess. The Secretary’s
going to wait. Probably going to finish at 4 o’clock, or a little after
4 o’clock, if that’s all right with you. But I won’t be coming back,
Mr. Secretary. But the Senator from Colorado will preside.

Thank you very much.

Mr. SELL. Thank you.

Senator ALLARD [presiding]. I'll call the committee to order. And,
just for the record, I'm Senator Allard that’s now presiding, at the
request of the chairman, Senator Domenici. And I'd like to, again,
welcome you, Mr. Secretary.

We were starting into the question part of the committee. I left
early to go down and vote, and have now returned to wrap up our
deliberations here on the committee.

GLOBAL NUCLEAR ENERGY PARTNERSHIP PROLIFERATION RISKS

I've had an opportunity to go and tour facilities in France, as
well as in England, and what they do to reprocess nuclear fuel,
which you indicated in your own remarks is—that it is technology
that we had here in the United States, and then they adopted that
technology. And, frankly, I am excited about the prospects of mov-
ing to UREX+ instead of PUREX. They use the PUREX tech-
nology. Am I correct on that?

Mr. SELL. That’s correct.

Senator ALLARD. And so, I'm excited about the UREX+ policy.
And it’s my understanding, also, I just want to make sure that’s
on the record—is that it does take away the proliferation risks
completely if we process that, or is there still some proliferation
risk?

Mr. SELL. I think, from a public policy standpoint, Senator Al-
lard, we must always be mindful of the proliferation risk anytime
we are dealing with nuclear materials and nuclear technologies.
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And so, I would be reluctant to suggest that any technology re-
moves all risk, but we——

Senator ALLARD. But this lessens the risk, then, is that——

Mr. SELL. But the

Senator ALLARD [continuing]. The plan?

Mr. SELL [continuing]. UREX+ technology prevents—it in-
creases, substantially, the proliferation resistance of the material,
to a point where this Government should be quite comfortable. And
we would also build in the most sophisticated safeguards tech-
nologies into the UREX + plant. So, not only do we have a much
more proliferation-resistant stream of material coming out, but it
would have the most advanced safeguards, and all of these plants
would only be built, under our conception, in existing fuel-cycle
?_tates. So, we think this offers substantial nonproliferation bene-

its.

And there are two other nonproliferation benefits. By developing
and deploying advanced burner reactors, and developing and de-
ploying UREX 4+, we can begin to slow the accumulation worldwide
of inventories of separated civilian plutonium, and we can build the
capability that allows us to burn down and dispose of that pluto-
nium. And then, thirdly, we can develop, we believe, an inter-
national regime, or we would seek to develop an international re-
gime, that would discourage the investment and construction of en-
ri(ahment and recycling facilities in countries that do not have them
today.

Senator ALLARD. Now:

Mr. SELL. So, the

Senator ALLARD. Go ahead.

Mr. SELL [continuing]. So, in sum, we think there are—from a
systems standpoint, there are substantial nonproliferation benefits,
and substantial nonproliferation enhancements, that would flow
from the GNEP proposal.

Senator ALLARD. And I understand that right now, under
UREX+ technology, we are working with two other countries. And
that’s France and Japan. Is that correct?

Mr. SELL. We have, through existing relationships that the
United States has, we have been conducting tests and experiments
and development work through funding provided by this com-
mittee. And we would seek to broaden the work to also include
Russia, the United Kingdom, if they choose, Japan, and China.
Those are the nations where well in excess—or around 70 percent
of the world’s nuclear reactors exist. Those are the nuclear econo-
mies of a sufficient scale to justify significant investments in ad-
vanced fuel-cycle technologies, and we would look to work with
those countries in developing these technologies on an accelerated
timescale.

INTERNATIONAL INTEREST IN ENRICHMENT SERVICES

Senator ALLARD. Now, Iran is on everybody’s mind, because
they’ve decided to build and operate a uranium enrichment plant,
in direct violation, actually, of the Nuclear Proliferation Treaty.
And with this capability, they could not only produce fuel for civil-
ian purposes, but also weapons activity, as well. And you have a
plan that calls for a uranium fuel leasing plan that would provide
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fuel to countries interested in developing a civilian nuclear pro-
gram.

Do you believe that other countries—we’ve already kind of—
sounds like you've already begun to kind of form a coalition, but
do you believe that these countries would be willing to contract for
enrichment services instead of developing their own domestic capa-
bilities?

Mr. SELL. We do, Senator Allard. And this is occurring now, on
a smaller scale, around the globe. Many countries with significant
nuclear power investments, like South Korea, have not made their
own investments in enrichment and recycling. And the hope is—I
mean, really, from a—from a world energy supply standpoint, and
if we really want to address environmental concerns, pollution con-
cerns with nuclear power, the world’s going to need a significant
expansion of nuclear power. And that’s going to occur in many
countries.

And we think a system could work, where states that have al-
ready made, or have economies that would justify significant in-
vestments in enrichment and reprocessing technologies, that we
could lease fuel. So, a country like the United States could lease
fuel to a country. And that fuel would then—would be burned in
a reactor, but then taken back to be recycled and disposed of in the
fuel-cycle country. We think that can be offered on attractive—we
would propose that we could offer that on attractive commercial
terms. So, there’s a real incentive for a country, who is only inter-
ested in bringing the benefits of nuclear power to their economy,
of leasing the fuel. And only those countries that are really seeking
to—we would suggest that countries that chose not to go the more
economic route, and, instead, choose to make investments in their
own enrichment or recycling—or reprocessing capability, it would
suggest that perhaps they have other motivations.

Senator ALLARD. And so, that’s basically your plan. You’re going
to try and incentivize them with some economic alternatives. You
hope that they’ll not be able to refuse, because we would then have
the original reprocessing plants constructed here. We'd do that
them for them at a reasonable price, so that they’ll use our facili-
ties.

Mr. SELL. And it wouldn’t just be here. It would also be in
France or Japan or China or elsewhere. And it’s—that diversity of
suppliers to potential consumer nations would also give them the
security, which I think countries would seek, in having a diversity
of enrichment services suppliers.

Senator ALLARD. And have you gotten any firm commitments
from any of the countries willing to come on with this program at
this point? Or are you aware of real strong support for it? I'll put
it that way.

Mr. SELL. When—a few weeks ago, I, with Under Secretary Bob
Joseph from the State Department, traveled to London and to
Paris, to Moscow, Beijing, Tokyo, and we also stopped to see Dr.
El Baradei at the International Atomic Energy Agency, in Vienna.
And we laid out our ideas and sought their consultation. And there
was broad agreement on the objectives that the world needed a
dramatic increase in nuclear power, that we should work together
to develop advanced recycling technologies that did not separate
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plutonium, that we should do this in international partnership, and
that we should work to facilitate an international regime of fuel
leasing so that we could discourage the proliferation of enrichment
and reprocessing technologies.

There was broad agreement on all of those issues, and a great
interest expressed by those governments in continuing to discuss
with us how we could further the partnership.

NATIONAL NUCLEAR SECURITY ADMINISTRATION AND STATE
DEPARTMENT PARTICIPATION IN GNEP

Senator ALLARD. Now, the GNEP program is a very comprehen-
sive research and development program that includes work on ad-
vanced reactor technology, fuel recycling, waste reduction, and
global nuclear fuel services, small reactors, and enhanced nuclear
safeguards. And when we look at the budget, it seems to focus on
large-scale engineering demonstrations of fuel recycling capability,
with minimal involvement outside the Office of Nuclear Energy.
And it’s unclear, at least to me, from this budget, when the Depart-
ment will undertake research, reliable fuel services, small-scale re-
actors, the enhanced nuclear safeguards, and basic research and
development that could address a number of concerns related to
our national security, particularly in the earlier phases of the pro-
gram.

My question is: Why has the Department elected to minimize the
direct and immediate engagement of the NNSA and the Depart-
ment of State at the onset of GNEP?

Mr. SELL. With the greatest level of respect, Senator Allard, I
have to disagree with the premise of your question. The National
Nuclear Security Administration has been heavily involved, as has
the State Department, as have other elements of the interagency
policy formulating bureaus within the administration.

So, they have been involved. I think we have their—I know for
a fact we have their strong support in moving forward on this.

There is an emphasis, in our budget request for 2007, on moving
forward on the first key demonstration facility, which is the dem-
onstration of the UREX+. That has been demonstrated at a lab-
oratory scale. We think it is important, as quickly as possible, to
demonstrate it on an engineering scale. And so, that does receive
a significant portion of our—of the $250 million budget request for
fiscal year 2007.

MIXED OXIDE (MOX) PROGRAM COST INCREASE

Senator ALLARD. I'd like to move on to the MOX Program. When
I was chairman of the Strategic Subcommittee on Armed Services,
we had some discussion with the MOX Program, where we have
the recycling facilities at Savannah, Georgia. And, you know, it’s—
like was mentioned earlier, it’s basically American technology
that’s been modified some, perhaps, by both the French and the
Germans. But it’s basically—was originally American technology.

I'm concerned about some reported overruns on the efforts down
there. The IG did a report that said that cost increases may
amount to $3.5 billion, where we were planning on $1 billion in the
budget. Can you address that?
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It seems to me we need to have somebody riding herd a little
closer over the operation down there, and I'm wondering if perhaps
maybe you could give us some insight on what’s happening with
the MOX facility in Savannah, Georgia.

Mr. SELL. Several years ago, after our country had made the
agreement with the Russians to dispose of plutonium, we did make
a decision to build facilities, MOX fuel fabrication facilities, as well
as other processing facilities, at the Savannah River site. And,
early on, it was suggested, at the time, that the cost of those facili-
ties would be, in total, of—I may not have the numbers exactly
right, but, on rough order, $2 billion.

That was not a very good number, obviously. And it is old. Com-
modity prices have increased significantly since that estimate was
made. There was a failure by the Department and its contractor
team to fully appreciate the costs that would be required to build
that French MOX technology here in the United States. And there
were other problems with the estimate. The Department is working
to correct those.

I take seriously your counsel to keep a tighter rein on activities
down there. But the plutonium disposition program remains an im-
portant U.S. objective, and we intend to move forward and accom-
plish that in as economically feasible a way as possible.

Senator ALLARD. Well, I do—I think that is very important. And,
you know, you indicated cost of commodities was one of the factors.
What other factors did we have that might have added to the cost
of it?

And the rest of this question is: Did we have incentive-driven—
did we have incentive-driven contracts with the contractor down
there?

Mr. SELL. We—if I may, I would like to give a more complete an-
swer on exactly what—the contract provisions that we have. I be-
lieve, as a general statement, that the contract does have signifi-
cant incentives in it for contractor performance, but I would like to
answer—give you a more complete answer on the record, if I may.

U.S. MIXED OXIDE FACILITY COSTS

Senator ALLARD. Yeah, that would be fine.

Mr. SELL. The other elements of the cost growth—and I—you
know, part of it was commodity—the increased price of commod-
ities. Part of it was simply that the $2 billion number was a 2000-
year number, not a 2005 number. And there was also a failure,
quite frankly, of the Department and our contractors to fully appre-
ciate how costly it would be to build the French technology plant
here in the United States. We made assumptions that we shouldn’t
have made, and those are costing us now.

Senator ALLARD. What specific assumptions—how did you—I
mean, where were you wrong in your assumptions? I'm going to
press you a little bit here.

Mr. SELL. I will—I can’t—you know, unfortunately, I'm not pre-
pared, today—or I don’t have my mind today, Senator Allard, the
exact things that we missed on this, but

Senator ALLARD. Maybe you could get a memo to the committee
on that, and we’ll

Mr. SELL [continuing]. But we will
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Senator ALLARD. Yeah.

Mr. SELL [continuing]. Follow up, in written detail, on that issue,
if I may do that.

[The information follows:]

U.S. MIXED OXIDE FAcILITY COSTS

The total project cost estimate for the U.S. MOX facility as reflected in the fiscal
year 2007 budget request is $3.6 billion. However, the cost estimate and schedule
will be formally validated prior to the start of construction as part of the Depart-
ment’s project management process, and reported to Congress. The reasons for the
cost increase are: the 2%2 year delay in the negotiation of the liability agreement
with Russia resulting in the extension of the MOX construction schedule, further
extension of the construction schedule to conform to the expectation of level funding
in the outyears, unanticipated complexities in adapting French MOX technology to
use weapon-grade plutonium, increases in the cost of construction materials since
the original estimate was made, and the incorporation of more stringent regulatory
and security requirements into the design of the facility. With regard to incentive
driven contracts, DOE is negotiating multi-tiered performance incentives for the
construction and operations phases of the MOX Project, which will contain a fee
structure to control cost growth and schedule slippage.

Senator ALLARD. Yeah. We’d appreciate that so that we fully un-
derstand the issues down there.

And I'm one that would like to see these things carried in a time-
ly manner, because I think when you start running into delay prob-
lems and accelerated costs, you tend to lose support within the
Congress. And this is an important program, and I hate to lose
that support. I

Mr. SELL. The

Senator ALLARD. Go ahead.

Mr. SELL. The delays—you know, even though this—the agree-
ment was made to do this many years. It has taken a number of
years, and—to get the appropriate agreements in place with the
Russians. And when Secretary Bodman got to the Department,
about a year ago, and realized that we still did not have the agree-
ments that we’d been trying to get with the Russians that would
allow this project to move forward, he and Secretary Rice engaged
the Russians, and we were able to make significant progress on re-
solving issues as to liability which had prevented—which had real-
ly left this project in a stall for several years. So, we feel like we
have finally made progress on that. The Department broke ground,
finally, on the facility last fall. And we look forward to moving for-
ward with it. But it, unfortunately, will be at a higher cost.

TRANSPORTATION FUELS

Senator ALLARD. Let me move on to our transportation fuels. I
think we'’re all quite aware that the transportation sector is a huge
consumer of energy in this country. And there’s some concern about
the high-temperature reactors that are effective in producing hy-
drogen for transportation. And where are we in the efforts by the
Department to produce these kind of reactors that will allow for
the production of hydrogen? Or is it just assuming that we’re not
far along on nuclear hydrogen research to—at this point in time,
to be funding it? You have dropped—reduced your 2006 funding
levels, and that’s what’s prompting this question.

Mr. SELL. It is our judgment at the Department that over the
long term the President’s Hydrogen Fuel Initiative that he laid out
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in the—in his State of the Union of 3 years ago, offers significant
promise for getting our transportation sector off of the internal
combustion engine and onto electricity-based fuel cells. And we
are—we have a broad program to develop those technologies, the
storage technologies, the fuel-cell technologies, the automotive tech-
nologies, as well as the question of: How will we produce all of this
hydrogen?

Today, the only economical way to produce hydrogen, or the prin-
cipal economic way of producing it, is through reforming natural
gas. But we think, in the future, as hydrogen demands increase
significantly, we can produce it with coal, and we can also—and
other technologies—and we think hydrogen will be—I mean, nu-
clear hydrogen will be a—nuclear power plants will be a significant
technology producing hydrogen.

It is our judgment, I believe—and I will leave my statement to
be revised by the technical experts—that the most promising nu-
clear technology for producing hydrogen is very high-temperature
gas reactor. And a technology such as that, I believe, was author-
ized in the Energy Policy Act of 2005. It’s referred to as the next-
generation nuclear plant. And we have requested $23 million as
part of our fiscal year 2007 budget to continue developing that re-
actor so that it can be demonstrated—built and demonstrated on
Z timescale consistent with that called for by the Energy Policy

ct.

We think that technology can still be developed, and is moving
along consistently with other portions of the Hydrogen Fuel Initia-
tive.

Senator ALLARD. Well, why was there a reduction in your fund-
ing level for 2006?

Mr. SELL. If I may, [—that’s another question I'll need to

Senator ALLARD. Okay.

Mr. SELL [continuing]. Take for the record.

Senator ALLARD. Very good.

[The information follows:]

TRANSPORTATION FUELS

With an appropriation of $40 million in fiscal year 2006 and a $23.4 million budg-
et request in fiscal year 2007, the Department has the level of funding needed to
continue the progress necessary to inform a decision in 2011 on whether to proceed
with construction of the NGNP. With these funds, the Department will continue the
graphite particle fuels development effort, which is the critical path work for deter-
mining the feasibility of the technology for efficient electricity and hydrogen produc-
tion. Sample fuel irradiation testing would begin in fiscal year 2007 as well as prep-
aration for post-irradiation examination of the fuel.

ADDITIONAL COMMITTEE QUESTIONS

Senator ALLARD. I don’t have any other questions. I have another
committee meeting I've got to get to. And so, I'm going to request
that the record remain open until close of business Friday for mem-
ber statements and questions. And I also hope the Department will
respond to these questions that are left open in a timely manner.
Most committees I've been a part of have asked a response within
10 days. Is that about the time period that—if you can get your re-
sponses back to us within 10 days, we’d appreciate it

Mr. SELL. We will do so.
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[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI
GLOBAL NUCLEAR ENERGY PARTNERSHIP (GNEP) PROLIFERATION CONTROLS

Question. The cornerstone of the GNEP is the development of a proliferation re-
sistant fuel recycling plan that will reduce the amount of spent fuel that must be
disposed of and recycle the uranium used in existing reactors.

Please explain to the committee what advantages this proposal has over existing
fuel recycling programs and what steps the Department is taking to guard against
the proliferation of separated plutonium.

Answer. Under study for the past 5 years, the Department believes that the Ura-
nium Extraction Plus (UREX+) technology is the best known and proven. It pro-
vides for the group separation of transuranic elements (which include plutonium)
contained in spent nuclear fuel and, therefore, would not result in a separated pure
plutonium stream as is the case with current reprocessing technology. To impede
diversion of material, this technology would use state-of-the-art safeguards ap-
proaches and advanced instrumentation to account for all the material used in the
process. Incorporated early in the design, the combination of safeguards and the
separation process ensures that material could not be easily diverted without being
identified. Finally, an integrated set of fuel cycle facilities which include UREX+
would have the capability to manufacture fast reactor fuel and use an advanced
burner reactor for permanent destruction of civilian inventories of pure plutonium.
By demonstrating and deploying new technologies to recycle nuclear fuel, we would
minimize waste, and improve our ability to keep nuclear technologies and materials
out of the hands of terrorists.

GNEP—BUDGET SPECIFICS

Question. The GNEP program builds on the existing Advanced Fuel Cycle Initia-
tive and provides $250 million in funding to initiate the research and development
and to demonstrate the UREX Plus process, an advanced burner reactor, and an ad-
vanced fuel facility. This effort will not be easy and will require the support of our
best scientific minds at all our national labs. However, this budget is not specific
as to what activities will be funded and where this research will occur.

When will we know more about the specifics of the program?

Answer. The Spent Nuclear Fuel Recycling Program Plan is being provided to
Congress by the end of May 2006 in response to fiscal year 2006 EWD Conference
Report language and will provide additional specifics on the GNEP program. The
report focuses on the plans for demonstration of the advanced recycling technologies
on a scale sufficient to evaluate commercialization of the technologies.

Question. Will you be developing an R&D roadmap and develop a division of labor
among the labs?

Answer. The Department has conducted an extensive amount of R&D under the
Advanced Fuel Cycle Initiative program over the last several years to bring ad-
vanced technologies for enhancing the efficiency of the fuel cycle to a state of readi-
ness for the engineering-scale demonstration. As previously discussed, the Depart-
ment is currently preparing the Spent Nuclear Fuel Recycling Program Plan that
will provide additional information. While Idaho National Laboratory is the lead
laboratory for the GNEP Technology Demonstration Program, the participation by
and capabilities of all of DOE’s national laboratories are critical to the program’s
success. Nine national laboratories—Idaho, Argonne, Brookhaven, Lawrence Liver-
more, Los Alamos, Oak Ridge, Pacific Northwest, Savannah River and Sandia—have
provided input into the Department’s development of and vision for GNEP. These
nine national laboratories are also currently involved in the preparation of work
scope and funding requirements.

Question. I understand you will use funding provided in fiscal year 2006 to begin
work on an Environmental Impact Statement for each of the three main facilities—
where will they be located?

Answer. The Department has made no decisions with respect to locations for the
engineering scale demonstrations of the advanced recycling technologies. The De-
partment’s fiscal year 2006 appropriation provided funding to initiate an Environ-
mental Impact Statement (EIS) on recycling spent nuclear fuel. In March 2006, the
Department initiated the National Environmental Policy Act (NEPA) activities with
the issuance of an Advance Notice of Intent to prepare an EIS. The NEPA analyses
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will inform a decision in fiscal year 2008 as to where the integrated recycling dem-
onstration facilities would be located.

Question. How much will the GNEP program cost to implement and over what
period of time?

Answer. A preliminary, order-of-magnitude cost estimate for the GNEP initiative
ranges from $20 billion to $40 billion. This includes the cost of Nuclear Power 2010
and Yucca Mountain over the next 10 years as well as the cost of demonstrating
integrated recycling technologies. Previously reported estimates for the cost of bring-
ing the three technology demonstration facilities to initial operation range from $3
billion to $6 billion over the next 10 years. In 2008, the Department will have more
refined estimates of the cost and schedule to complete the full 20-year demonstra-
tion effort. One of the primary purposes of the engineering scale technology dem-
onstrations is to produce reliable estimates of the total life cycle cost of GNEP.

UREX + RECYCLING PROCESS

Question. 1 traveled to France in December and received an update on the French
spent nuclear fuel recycling program that is built on the U.S. developed “PUREX”
process. The French separate Uranium which forms 95 percent of the volume of
spent fuel. They also separate Plutonium which they recycle in a Mixed Oxide fuel
that produces additional energy in their fleet of existing Light Water Reactors. I un-
derstand that although the volume of waste has been significantly reduced, the heat
load would continue to drive the loading of a final repository. The Global Nuclear
Energy Partnership initiative proposes additional research and development of a
“Uranium Extraction plus (UREX+)” process to address the limitations of the
PUREX process.

How would the UREX+ process address the limitations and provide a cost-effec-
tive, proliferation resistant alternative?

Answer. The transuranic product from the UREX+ process is more proliferation
resistant than the product from current separations plants because there is no sepa-
rated pure plutonium stream. The transuranic product provides a significantly high-
er radiation field than purified plutonium, and the TRU mixture is less attractive
for diversion than pure plutonium.

A modern commercial UREX+ and fuel fabrication capability would be equipped
with state-of-the-art monitoring and accountability systems specifically designed to
prevent unauthorized access and diversion of materials. One of the advantages of
an engineering scale demonstration of the UREX+ technology is the ability to dem-
onstrate these monitoring and accountability systems.

Question. What are the milestones and costs associates with this research and de-
velopment? What are the critical decision points?

Answer. The milestones and costs for various research and demonstration steps,
including spent fuel separations process, are currently being developed. The Depart-
ment’s current efforts are aimed at conducting the applied research, engineering,
and environmental studies that would be needed to inform a decision in 2008 on
whether to proceed with detailed design and construction of the engineering scale
demonstration facilities. The Department has set a goal of facility start-up between
2011 and 2015. A more detailed baseline cost and schedule are being developed as
the project moves forward.

UREX CONSTRUCTION OPTIONS

Question. We notice that most of the UREX facility dollars in 2006 and 2007
(~$200 million) will be spent on “conceptual” designs, EIS studies, procurement or-
ders, and other “paperwork” similar to that involved with constructing large-scale
integrated nuclear facilities.

Are there any “medium” scale options available that could employ existing proc-
essing lab capabilities that could be utilized to free up funds for the other critical
elements of the program? If not, how do you assure that the EIS process does not
have to be repeated over and over for each component of the emerging fuel cycle?

Answer. The Department is looking at conducting additional laboratory research
at increased throughput quantities in fiscal year 2007 in parallel with the concep-
tual design activities for the engineering-scale facility.

The EIS process will consider all reasonable alternative technologies and locations
for three key elements of the GNEP Technology Demonstration Program: (1) dem-
onstration of advanced spent fuel separations processes; (2) demonstration of a con-
version of transuranics; and (3) demonstration of an advanced fuel cycle facility and
advanced fuel fabrication.
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IRAN—PURSUIT OF A COMPLETE FUEL CYCLE

Question. Iran has decided to build and operate a uranium enrichment plant in
direct violation of Nuclear Non-Proliferation Treaty. Obviously, with this capability
Iran could not only produce fuel for civilian purposes, but weapons activity as well.
Your plan calls for a uranium fuel-leasing plan that would provide fuel to countries
interested in developing a civilian nuclear program.

Do you believe countries would be willing to contract for enrichment services in-
stead of developing their own domestic capability? How has this plan been received
by other countries?

Answer. Today there are countries that rely on contracted enrichment services
rather than developing their own domestic capability. Long-term contracts and en-
richment facilities in over a half dozen countries provide alternative sources of sup-
ply. The United States itself contracts over half of its annual fuel services from Rus-
sia through the U.S./Russia HEU Purchase Agreement.

We recognize that some countries will be mindful of supply security under the
GNEP approach. The United States has already committed 17 metric tons of HEU
that will be blended down to LEU and used to establish a fuel reserve to back-up
supply assurances. Russia has indicated support for such an approach. We are ap-
proaching other countries to establish interim supply arrangements to increase the
confidence that critical energy supply would not be subject to near-term political
tensions.

Question. What is the Department’s plan to bring our international allies on board
with the Global Nuclear Energy Partnership (GNEP)?

Answer. The United States has been meeting with potential international part-
ners to discuss both policy and technical aspects of GNEP. We will continue our dip-
lomatic and technical outreach with a broader group of prospective partners.

Question. What international commitments has the department obtained regard-
ing GNEP?

Answer. The United States completed initial consultations with fuel cycle coun-
tries and the International Atomic Energy Agency on the key objectives of GNEP.
From a technical perspective, France, Japan and Russia have expressed strong in-
terest in cooperative R&D.

GNEP—NONPROLIFERATION

Question. The GNEP program is a comprehensive R&D program that includes
work on advanced reactor technology, fuel recycling, waste reduction, a global nu-
clear fuel service, small reactors, and enhanced nuclear safeguards. However, the
budget request focuses on large-scale engineering demonstrations of fuel recycling
capability, with minimal involvement outside the Office of Nuclear Energy. It is un-
clear from this budget when the Department will undertake research reliable fuel
services, small scale reactors, enhanced nuclear safeguards and basic R&D that
could address a number of concerns related to our national security in the early
phases of the program.

Why has the Department elected to minimize the direct and immediate engage-
ment of the NNSA and the Department of State at the onset of GNEP?

Answer. Senator, as the principal official within the Department with responsibil-
ities for advancing GNEP, I know that all appropriate elements of the Department
were fully engaged during GNEP planning. In particular, Ambassador Brooks and
the National Nuclear Security Administration (NNSA) staff played an integral role
in the development of GNEP, in participation of addressing non-proliferation and
the development of an advanced generation of safeguards technologies. This role will
continue in the future.

The Department of State has also been engaged from the beginning of GNEP
planning and involved in all aspects of developing our international partnership. As
you may be aware, prior to the President’s announcement of the Advanced Energy
Initiative and GNEP, Under Secretary of State Robert Joseph and I led a delegation
to several foreign capitals to present GNEP. This is but one example of our close
cooperation with the Department of State in both the development of GNEP and
corresponding diplomatic strategy. I can assure you that the Departments of Energy
and State continue to be engaged in coordination of our activities to advance GNEP.

ADVANCED BURNER REACTORS

Question. The United States and the world have past experience with fast reactors
that have led to questions about cost of operations and the potential proliferation
threat. What will be the focus of advanced burner reactors and how will it address
past concerns?
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Answer. The focus of the advanced burner test reactor will be to demonstrate the
capability of destroying transuranic elements (which include plutonium) with re-
peated recycle. The advanced burner test reactor will incorporate the very latest in
safety and security features.

MOX PROGRAM

Question. Mr. Secretary, I am very concerned about the MOX program. This non-
proliferation initiative uses the existing French recycling technology to fabricate nu-
clear fuel using a mixture of weapons grade plutonium (5 percent) and uranium (95
percent) to be burned in a civilian reactor. This program, when fully realized will
destroy 68 tons of plutonium in the U.S. and Russian stockpiles. Can you please up-
date the committee on the status of this program and the status of the liability
agreement with Russia?

Answer. The Department of Energy has made significant progress in imple-
menting the plutonium disposition program in the past year. The United States and
Russia successfully completed negotiations of a liability protocol for the plutonium
disposition program last summer. The protocol is currently under final review with-
in the Russian Government. Senior officials from the Russian Ministry of Foreign
Affairs and the Russian Atomic Energy Agency have assured us that there are no
substantive issues with the agreed language and that it will be signed in the near
future. In addition, the Department received authorization to begin construction of
the MOX facility from the Nuclear Regulatory Commission, began irradiation of
MOX fuel lead assemblies in a nuclear reactor, and began site preparation work at
the Savannah River Site. Current plans call for construction of the U.S. MOX facil-
ity to start in 2006. To support this effort, the Department has been working on
validating the U.S. MOX project cost and schedule baseline as part of our project
management process and will have a validated baseline in place by the end of this
%}ear consistent with the requirements in the Defense Authorization Act for Fiscal

ear 2006.

RISK INSURANCE—EPACT 2005

Question. The Energy Policy Act (EPACT) of 2005 authorized the Department to
establish a risk insurance program that would compensate utilities if the Nuclear
Regulatory Commission fails to comply with specific schedules or reviews or if litiga-
tion delays full operations. The Department has provided just $2 million to support
the establishment of the program regulations.

What is the timing of standby support program? When will the regulations be fi-
nalized and the program become operational?

Answer. The Department is developing a rule for implementing the standby sup-
port or Federal risk insurance provisions of EPACT. The rulemaking is scheduled
to be completed by August 2006 in accordance with the requirements of EPACT.
The Department issued the interim final rule on May 8, 2006.

GLOBAL RISK LIABILITY PROTECTION

Question. Part of the GNEP plan is a global nuclear solution and international
collaboration on new advanced reactors. The administration has negotiated the Con-
vention on Supplemental Compensation for Nuclear Damages in 1997 and sub-
mitted it to the Senate in 2002. This program is an international liability standard
similar to Price Anderson. The Senate Foreign Relations Committee held hearings
in 2005, but no action has been taken. I am told that most U.S. nuclear companies
are 1Very reluctant to embark upon foreign work without such a liability agreement
in place.

Has the administration considered the impact that a lack of an international re-
gime on nuclear liability will have on their international nuclear initiatives, such
as GNEP?

Answer. Nuclear liability comes up as an issue in connection with almost every
nuclear project outside the United States—whether it is a commercial project in
which a U.S. nuclear supplier wants to participate or a DOE activity undertaken
by a contractor. The United States has sought since the early 1990’s to address
these concerns in a comprehensive manner through the establishment of a global
nuclear liability regime that includes the United States. These efforts culminated
in the adoption of the Convention on Supplementary Compensation for Nuclear
Damage (CSC) in 1997 at a Diplomatic Conference under the auspices of the Inter-
national Atomic Energy Agency (IAEA). The United States was the chief proponent
of the CSC since it is designed to address U.S. concerns over nuclear liability in a
manner that will not require the United States to make any substantive change in
our domestic nuclear liability law (the Price-Anderson Act). Bringing the CSC into
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effect will establish a well-defined legal framework for dealing with nuclear liability
issues in a manner that facilitates participation by U.S. firms in nuclear projects
(including those associated with GNEP) and, in the unlikely event of a nuclear inci-
dent, provides for assured, prompt and meaningful compensation with a minimum
of litigation.

The administration strongly supports ratification of the CSC by the United States
and other countries as soon as possible. The administration has submitted the CSC
to the Senate for advice and consent and has indicated that favorable action early
this year is a high priority. The administration also has been working with the
TIAEA to promote ratification of the CSC by other countries. In particular, the De-
partment represents the United States on INLEX, the IAEA’s group of nuclear ex-
perts, whose mission includes promoting broad adherence to the CSC. In addition,
the Department participated last November in an IAEA forum in Australia to pro-
mote ratification of the UCS by Pacific Island and Asian countries and will partici-
pate in a similar forum for Latin American countries later this year.

UNIVERSITY R&D PROGRAM

Question. This budget proposes to eliminate the funding for University programs
to support nuclear education and encourage students to focus on nuclear related dis-
ciplines which have civilian and defense capabilities. You might be interested to
know that the Nuclear Regulatory Commission, following authorization of EPACT,
did include funding in its budget to develop an academic capability needed to per-
form oversight responsibilities.

Why do you believe there is a policy disconnect between the NRC and the DOE
when it comes to supporting nuclear education?

Answer. We do not believe there is a policy disconnect between NRC and DOE.
The NRC’s support to universities is for the purpose of attracting engineering stu-
dents to the NRC for employment opportunities. The DOE objective was to address
the issue of declining student enrollments in, and closure of, university programs
during the 1980’s and 1990’s. Over the last few years, there has been a significant
increase in student enrollments in nuclear engineering programs, achieving the De-
partment’s goal of enrollments of 1,500 students. During the same time, the number
of nuclear engineering programs in the United States has increased as well. We be-
lieve that a strong nuclear engineering education infrastructure is in place and that
the efforts of the universities and industry as well as continued demand for nuclear
engineers will sustain enrollments and nuclear engineering programs.

While the Department of Energy has not requested specific funding for the Uni-
versity Reactor Infrastructure and Education Support Program, we will continue to
fund research at nuclear engineering schools through our directed research pro-
grams and awarded through the Nuclear Energy Research Initiative. In May 20086,
the Department anticipates issuing a solicitation to universities requesting pro-
posals for participation in the Office of Nuclear Energy’s research and development.
In addition, we anticipate continuing fellowships to graduate students pursuing ad-
vanced degrees in transmutation and other highly specialized fields associated with
the fuel cycle.

NUCLEAR POWER FOR TRANSPORTATION FUELS

Question. GNEP is focused on enabling nuclear power for electricity generation.
However the transportation sector is the largest consumer of energy in the country.
With GNEP’s emphasis on fuel recycling and fast-neutron burner reactor develop-
ment, I am concerned support for high temperature reactors that are effective in
producing hydrogen for transportation will be overlooked or forgotten entirely. For
example funding for nuclear hydrogen research has been reduced from fiscal year
2006 levels.

How do we ensure that we don’t abandon the research needed to produce trans-
portation fuels with nuclear energy and support a balanced approach to solving our
dependence on foreign 0il?

Answer. The Department has not abandoned research needed to produce transpor-
tation fuels with nuclear energy. Authorized by the Energy Policy Act of 2005, the
Next Generation Nuclear Plant program is on track to meet the 2011 date to select
a technology best suited to apply heat and/or electricity to produce hydrogen at a
cost competitive with other transportation fuels.

GNEP REGULATION

Question. I understand the DOE plans to “self-regulate” the facilities that will be
developed to conduct research and development. Ultimately a commercial-scale facil-
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ity will be developed, assuming the research is proven, and the NRC will need to
perform the ultimate licensing of such a facility.

As you may know, the NRC has not requested any funding to support the GNEP
progrgm—has an agreement been reached with the NRC that defines their involve-
ment?

Answer. DOE would conduct the GNEP technology demonstration program under
authority granted by the Atomic Energy Act. However, DOE would propose to en-
gage the Nuclear Regulatory Commission (NRC) throughout the technology dem-
onstration phase to ensure that the technologies are licensable by NRC when they
are deployed commercially.

YUCCA MOUNTAIN OPTIONS

Question. Because of the large volume of spent nuclear fuel already produced and
the large infrastructure of treatment facilities and burner reactors needed to deal
with it, the GNEP program will take several decades to have any impact on our
high level waste problem. There are a variety of opinions on Yucca arguing for delay
in licensing Yucca Mountain, even though a repository for high level waste will be
needed with or without GNEP. Others say that Yucca Mountain is needed right
away for Navy fuels and to dispose of high level waste now stored at many DOE
facilities from our cold war weapons program. Still others say that GNEP may fail
and so the United States must actively pursue Yucca Mountain for spent nuclear
fuel to ensure that we do not foreclose that disposal option.

ngat is your view on this and the approach we should take with Yucca Moun-
tain?

Answer. The country needs Yucca Mountain under any fuel cycle scenario and
this administration is committed to the successful licensing and operation of the
site. Even with a fully successful GNEP development and implementation, the resi-
dues from the recycling process will still need geologic disposal. In addition, approxi-
mately 13,000 metric tons of Department of Energy (DOE) vitrified high-level waste
and DOE spent nuclear fuel could not be recycled and still requires a repository.
Moreover, the applicability of GNEP technologies for commercial spent fuel over 15
years old is still uncertain. The government has the obligation to take and dispose
of the Nation’s waste, and our mission is to provide permanent geologic disposal
under the Nuclear Waste Policy Act of 1982. We need to start fulfilling that respon-
sibility now with respect to the 50,000 metric tons of commercial spent fuel already
generated and the additional 2,000 metric tons being generated annually.

While the potential waste minimization benefits of GNEP on Yucca Mountain
would be profoundly positive, any changes to the operation of the Yucca Mountain
repository would occur only after GNEP technologies have been adequately dem-
onstrated. Today, there will be no changes in the license application under develop-
ment and we will proceed with our current plan for the existing waste inventory
as well as the waste being generated.

LEGISLATIVE REFORMS

Question. The administration is preparing a package of legislative reforms modi-
fying the authorization for Yucca Mountain. Among the many modifications, the
proposal seeks to stage the emplacement of spent fuel to allow it to cool.

How will this strategy impact long-term storage and how will it be coordinated
with the GNEP recycling efforts?

Answer. Repository designs have consistently included aging capability needed to
allow the spent fuel received from the utility sites to cool until it is suitable for per-
manent underground disposal. These aging facilities are an integral part of our dis-
posal operations. Although GNEP offers the promise for a more efficient fuel cycle
in the future because it generates a lower volume of waste, there are no current
plans to store existing spent fuel for the possibility of recycling it in the future.

Question. Can you please explain why the Department has decided to make these
modifications to the Yucca Mountain project now and what impact this will have
on schedule and budget estimates?

Answer. Since the Department had always intended to have spent fuel aging ca-
pability deployed at the repository, the availability of early spent fuel aging facilities
would not impact current repository planning. Cost and schedule development is
currently underway for the clean-canistered approach to repository waste receipt an-
nounced last October, and will be available later this year.

WASTE CONUNDRUM

Question. As you are probably aware the construction of 19 new reactor projects
are under discussion and this will add to the existing large volume of waste waiting
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final disposal. By 2010, the amount of spent fuel stored at reactor sites across the
country will exceed the statutory limit of 70,000 tons of spent fuel that can be
placed in Yucca Mountain. If the NRC agrees to extend the license of all existing
reactors this will generate up to 120,000 tons of spent fuel, which is the “technical”
capacity of the mountain. This doesn’t begin to address spent fuel generated from
new reactors.

If we do not address the large growing volume of spent fuel through a waste re-
duction strategy proposed through GNEP, how will we deal with all the spent fuel?

Answer. If the volume reduction benefits of GNEP are not realized, it will be nec-
essary for the Department to develop additional repositories to deal with all the
spent fuel that is expected to be generated by the current fleet of reactors as well
as the additional new reactors currently being considered. Removing the statutory
limit of 70,000 metric tons currently imposed on disposal at Yucca Mountain will
temporarily delay the need for the next repository. The combination of waste mini-
mization and removing the 70,000 metric ton limit could delay the need for another
repository until the next century.

INTERIM STORAGE

Question. Some have proposed that we move our spent fuel to a central interim
location, or locations, until it can be processed in a recycle facility. Others fear that
once moved, the fuel will remain there forever, especially if recycling proves to be
technically impossible or commercially unviable.

What assurances could be provided to a host community for temporary storage
that it won’t be stuck with the fuel from a hundred reactors forever?

Answer. The Department has made no decisions regarding the timing for receiv-
ing spent fuel for recycling, or the locations at a recycling site where the spent fuel
would be recycled. It is anticipated that the approach to receiving spent fuel will
be examined as part of the project definition and conceptual design phase that will
occur over the next 2 years.

Question. In the fiscal year 2006 Conference Report Congress directed the Depart-
ment to develop an interim storage plan and provide grant funding to communities
interested in locating such a facility in their area. There are communities in my
State that are very eager to work with the Department and to initiate the siting
process. When will the Department complete its plan for the interim storage facili-
ties and when do you expect to release the funds to interested communities? What
direction will you give these communities on the expenditure of these funds?

Answer. The fiscal year 2006 Conference Report directed the Department to ad-
dress the development of an integrated spent fuel recycling facilities. The Depart-
ment received over 30 responses from public and private sector interests in response
to a Request for Expressions of Interest issued in March 2006 for hosting advanced
recycling facility demonstrations. The Department expects to issue a Request for
Proposals later this spring and award contracts this year to conduct site evaluation
studies. The Department has initiated an Environmental Impact Statement for the
GNEP Technology Demonstration Program that will consider locations for siting the
integrated recycling demonstration facilities. The results of the site evaluation stud-
ies will help inform the evaluation of potential locations. At this time, the GNEP
Technology Demonstration Program does not contemplate a dedicated interim stor-
age facility for spent fuel.

GNEP—ENGINEERING DEMONSTRATION

Question. GNEP is focused on a near-term visible demonstration of the closed fuel
cycle and has chosen the Engineering Scale Demonstration (ESD) at the Savannah
River Site in South Carolina (SRS). However, before the Department proceeds with
the construction of the UREX+ demonstration to recycle fuel it is important that
the Department is able to confirm that the fuel itself can be manufactured and
qualified in a reactor.

Before the Department undertakes a complicated construction project, are you ab-
solutely confident that this technology will deliver a product that can be used and
safely disposed in a fast reactor?

Answer. No decision has been made regarding the location or locations for the
GNEP technology demonstration projects. Technical challenges do exist in the areas
of the separation of spent nuclear fuel, manufacture of new fuel from recycled prod-
ucts, and the destruction of the long-lived radioactive materials in a nuclear reactor.
These challenges will be addressed both through continued applied research and the
new demonstration facilities.

Question. Without a fast reactor available in this country, how will you test and
qualify the fuel to determine whether or not you have a viable product?
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Answer. The transmutation fuels could be tested and qualified in existing fast re-
actor facilities which are available internationally in Japan, France, and Russia.

DOE—COLLABORATIVE R&D

Question. Traditionally, the Department hasn’t always been successful in fostering
cooperative research among the offices within the Department. There are relevant
projects across the different repository, nuclear energy, science, and non-prolifera-
tion programs that can be integrated to take advantage of complimentary assets and
related developments. For example, the NNSA has started constructing new MOX
fuel production and fabrication facilities.

How will these parallel efforts be used to accelerate the GNEP program?

Answer. The Office of Nuclear Energy is the lead office for managing the GNEP
program. In this capacity, NE will work with all of the relevant program offices, in-
cluding the Office of Civilian Radioactive Waste Management, which has primary
responsibility for the geologic repository; the Office of Science, which will be in-
volved in simulation, research and development; and the National Nuclear Security
Administration, which will serve a key role in developing advanced safeguards for
the advanced recycle facilities. The Department will seek to ensure that the lessons
learned for the NNSA MOX program are appropriately applied to the GNEP pro-
gram.

RELIABLE FUEL SUPPLY

Question. GNEP has proposed that the United States and several other countries
should join together to supply nuclear reactors and fuel to the rest of the world.
Late last year, the Secretary committed to down blend 17.4 tons of highly enriched
uranium to establish the initial supply of available fuel. The budget documents are
unclear as to how the cost of down blending the fuel will be paid and the timetable
and terms of this activity. In addition, it is unclear if the Department has the au-
thority to undertake this activity. Can you please provide for us a budget and sched-
ule for the down blending activities and identify the existing authorities the Depart-
nient will use to down blend this material in order to establish a Reliable Fuel Sup-
ply.

Answer. The HEU is to be down blended at a commercial facility in the United
States that will be selected through a competitive procurement. The current sched-
ule is to issue a request for proposals in April 2006, award a contract this summer,
and begin shipments of HEU to the winning bidder by the end of the fiscal year.
Shipments will continue through fiscal year 2008. Down blending of the HEU at the
commercial facility is to be completed by the end of 2009.

Funding is needed to recast metal at Y-12 National Security Complex into a form
suitable for shipment to the down blending contractor, package the HEU for ship-
ment to the contractor, and develop and procure new shipping casks. The funding
estimate for this work is approximately $9 million in fiscal year 2006, $15 million
in fiscal year 2007, and $8 million in fiscal year 2008. However, the Department
of Energy proposes that the cost of down blending, including chemical processing to
remove non-uranium constituents and procurement in the market of natural ura-
nium blend stock, be paid for by allowing the contractor to retain a fraction of the
resulting LEU. It is estimated that it will take approximately 70 MT of LEU ($130
million at current prices), leaving approximately 220 MT available for the Reliable
Fuel Supply.

The Secretary has authority under the Atomic Energy Act of 1954 (AEA) and the
USEC Privatization Act to enter into barter transactions with regard to uranium.
Under section 3(d) of the AEA, the Secretary is to effectuate programs that encour-
age the “widespread participation in the development and utilization of atomic en-
ergy for peaceful purposes.” Under section 54 of the AEA the Secretary is authorized
to export special nuclear material, including enriched uranium, under the terms of
an agreement for cooperation arranged pursuant to section 123 of the Atomic En-
ergy Act, consistent with the requirements of section 3112 of the USEC Privatiza-
tion Act. Under section 55 of the AEA the Secretary is “authorized, to the extent
[he] deems necessary to effectuate the provisions of this Act” to purchase or other-
wise acquire special nuclear material. Section 3112(d) of the USEC Privatization Act
authorizes the Secretary to “sell natural and low-enriched enriched uranium (includ-
ing low-enriched uranium derived from highly enriched uranium) from the Depart-
ment of Energy’s stockpile” where determinations are made that the material is not
necessary for national security needs and that the sale will not have an adverse ma-
terial impact on the domestic uranium market, and where the price paid is not less
than the fair market value of the material. The HEU in question was declared ex-
cess to national security in 1994. The Secretary signed a determination that this
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activity would not have an adverse material impact on the domestic uranium indus-
tries on November 4, 2005.

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
CONSTRUCTION OF NEW NUCLEAR POWER PLANTS

Question. Congress has consistently supported the administration’s efforts to pro-
mote the use of safe and clean nuclear energy. In last year’s appropriations bill, this
committee provided even more funding than was requested by the Department. Also
last year, the Senate, under the leadership of Chairman Domenici, passed landmark
energy legislation, including a provision requested by the administration to provide
additional incentives, including risk insurance, for new commercial nuclear power
plants. My State is a leading site to host a new commercial nuclear power plant,
which will not only provide jobs and stimulate economic development, but also could
provide future rate relief to my State’s electricity consumers, by relieving some of
the burden of high cost natural gas currently used to generate electricity.

Within the context of the proposed Global Nuclear Energy Partnership, does the
administration remain strongly committed to fostering the development of new com-
mercial nuclear power plants in the United States?

Answer. The administration is and remains strongly committed to the develop-
ment, licensing, and deployment of new nuclear power plants in the United States.
GNEP will build on the recent advances made by the President and Congress to
stimulate new nuclear plant construction in the United States. This will be accom-
plished by demonstrating the success of the streamlined regulations for siting, con-
structing, and operating new nuclear plants through the Nuclear Power 2010 pro-
gram, and by implementing incentives enacted by the Energy Policy Act of 2005
(EPACT 2005). The Nuclear Power 2010 program is a high priority at the Depart-
ment of Energy for the near-term deployment of new nuclear power plants. This key
program is the joint industry and government collaborative effort to address the
barriers to deployment of new nuclear power plants in the near-term.

NUCLEAR POWER 2010

Question. Why does the budget propose to reduce funding for Nuclear Power 2010
program, which is the principal DOE program to support the deployment of new
commercial nuclear power plants on a fast track?

Answer. The proposed budget for the Nuclear Power 2010 program was reduced
due to the projected uncosted fiscal year program carryover into fiscal year 2006 and
fiscal year 2007. Uncosted carryover can be attributed to the delay in initiation of
the two New Nuclear Plant Licensing Demonstration projects with NuStart Energy
Development LLC and Dominion Energy, the slower than expected ramp-up by one
reactor vendor and an additional $10 million fiscal year 2006 appropriations over
the budget request.

Although we are optimistic that the industry will be able to move work forward
and accelerate project spending; we believe that with these uncosted balances the
work that needs to be done to keep these projects on schedule will be able to be
accomplished.

Question. Isn’t this posture inconsistent with the plans and the significant budget
increase requested for GNEP?

Answer. The reduced fiscal year 2007 budget request for the Nuclear Power 2010
program is consistent with the originally planned work scope taking into consider-
ation prior year carryover. The overall goals and outcomes of the Nuclear Power
2010 program will support the overall GNEP plan.

Question. If this committee decided to restore the proposed funding cutback for
the NP2010 program, would this not enable the Department to work with industry
nuclear power plants?

Answer. The President’s budget request for the Nuclear Power 2010 program will
support the project activities as originally planned considering the program carry-
over expected at the end of fiscal year 2006.

YUCCA MOUNTAIN

Question. Yucca Mountain is critical and the Global Nuclear Energy Partnership
program must always keep Yucca Mountain as a critical component. Please elabo-
rate on your testimony on the ways we need to move forward with the licensing and
construction of the Yucca Mountain repository regardless of GNEP.

Answer. The administration is committed to the development of Yucca Mountain
with or without the Global Nuclear Energy Partnership (GNEP). Under any fuel
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cycle scenario, there will be a need for Yucca Mountain for the permanent disposal
of waste.

The Department needs to move forward with the licensing and construction of
Yucca Mountain that embodies the Secretary’s direction for safer, simpler, and more
reliable operations. We need to ensure that the license application process is based
on sound science and that we demonstrate through our actions that we have met
the quality assurance requirements of a nuclear licensee. In that regard, the De-
partment 1s conducting additional work for the submittal of the license application
to address the amended draft Environmental Protection Agency Radiation Protec-
tion Standards to extend the period of compliance from 10,000 to 1 million years
as well as accommodate clean-canistered approach to spent fuel handling operations.
Additionally, the Department is working with the Nuclear Regulatory Commission
(NRC), industry and the utilities to develop the specifications for a canister that can
be added to the license application materials.

In order for the Department to receive a license from the NRC, it must dem-
onstrate that it can operate under nuclear standards and requirements. This in-
volves the establishment of a culture of credibility and integrity that earns respect
regarding how it operates. We will also be investing significant time and resources
in developing this culture.

QUESTIONS SUBMITTED BY SENATOR HARRY REID
ECONOMICS

Question. DOE repeatedly has stated that it is premature to develop a cost esti-
mate for the GNEP program. But the National Academy of Sciences presented cost
estimates in 1996 based on several different fuel cycles, including one based on acti-
nide-burning fast reactors, and DOE developed a very detailed cost estimate for the
Accelerator Transmutation of Waste program in 1999. If DOE believes that these
estimates are no longer appropriate, why can’t it show exactly why that is the case?

Answer. In 1996, the National Academy of Sciences (NAS) published a study enti-
tled “Nuclear Waste: Technologies for Separations and Transmutation.” This study
was technically very complete, and incorporated most technical knowledge available
at the time. Cost studies used data available in the early 1990’s, in particular for
the cost of construction and operation of large separations plants, and focused most-
ly on data from then recently-built reprocessing plants in Europe. Data available
in 2006 is significantly different due to two factors: first, operational experience de-
veloped within the French program since that report was written indicates several
ways to very significantly reduce the cost of reprocessing; secondly, data available
from research performed under the auspices of the Advanced Fuel Cycle Initiative
point to new technologies that will significantly reduce the footprint—and therefore
the cost—of reprocessing facilities.

Furthermore, the NAS report was developed at a time when the prospect for nu-
clear energy growth was low, and when cheap oil was plentiful. Under these condi-
tions, its cost analysis ignored several benefits of implementing separations and
transmutation strategy, namely the possibility of avoiding additional repositories be-
yond Yucca Mountain, and the global peace dividend associated with a stable, pro-
liferation resistant global nuclear enterprise.

The Department of Energy (DOE) study on the cost of implementing an Accel-
erator Driven Transmutation of Waste infrastructure, published in 1999, indicated
very high costs associated with using an accelerator approach, which has since been
abandoned in the United States, and has been seriously scaled back in Europe and
in Japan. Both France and Japan are now proposing long term approaches similar
to the technical approach proposed by the Global Nuclear Energy Partnership
(GNEP) initiative.

A full lifecycle economic analysis for the technologies proposed within the GNEP
program is underway.

Question. Given a flat budget overall for DOE, what related programs are you giv-
ing up to pursue this program?

Answer. In fiscal year 2006, Congress appropriated $79.2 million (which includes
the across-the-board rescissions) for the Advanced Fuel Cycle Initiative (AFCI). The
Department is requesting $170.8 million in new funding to accelerate efforts to de-
velop and demonstrate the advanced recycling technologies. The funding request is
part of a broader prioritization of DOE program activities affecting not just AFCI
but other programs within the Department.

Question. What are the estimate costs according to the GEN IV program for the
design of fast neutron reactors?
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Answer. The Generation IV program does not have a specific cost estimate for the
design of fast reactors. These costs will be estimated over the next 2 years as the
Department prepares the conceptual design of the advanced burner reactor and
works to develop a baseline schedule and cost for demonstration of the technology.
Under the Advanced Fuel Cycle Initiative, the Department would propose to invest
$25 million on the advanced burner reactor technology in fiscal year 2007. However,
as with the design of any complicated system, more definitive estimates will be de-
veloped as the design details are developed.

In February 2006, the United States signed a Generation IV systems arrangement
agreement with the Commissariat a L’Energie Atomique of France and the Japan
Atomic Energy Agency to cooperate on the development of sodium fast reactors. It
is anticipated that this agreement will establish the foundation for further collabo-
rations on fast reactors with these countries, and others that are expected to join
the agreement in the future, in support of GNEP.

Question. How many existing reactors in the United States could use MOX fuel?
How many would require costly retrofits?

Answer. About 25 percent of the current light water reactors in the United States
could use MOX fuel, while another 50 percent would require retrofits. The Global
Nuclear Energy Partnership initiative does not propose to use MOX fuel; but would
propose to develop a more advanced and proliferation resistant fuel.

Question. How much of the $250 million requested for fiscal year 2007 is new
money, and how much is re-categorized spending?

Answer. The Global Nuclear Energy Partnership is a new initiative that proposes
to accelerate work underway within the Department’s Advanced Fuel Cycle Initia-
tive (AFCI) to develop more advanced proliferation resistant spent fuel recycling
technology. In fiscal year 2006, Congress appropriated $79.2 million (which includes
the across the board rescissions) for AFCI. In fiscal year 2007, the Department has
requested $170.8 million in new funding to accelerate development and demonstra-
tion of the advanced recycling technologies that are part of GNEP.

Question. What are your key technical hurdles to implementing a system of re-
processing? How confident are you that you can develop reasonable cost estimates
for overcoming these hurdles (given the Department’s poor track record on costing
out large, complicated projects)?

Answer. The major technical challenges are in the areas of the separation of spent
nuclear fuel and the manufacture of new fuel from recycled products. Both of these
challenges will be addressed through continued applied research and technology de-
velopment. The Department will conduct engineering design and environmental
studies over the next 2 years that will support the preparation of baseline costs and
schedules for the demonstration of the separations of spent nuclear fuel, burning of
the transuranics, and the development of a fast burner test reactor. We are con-
fident that the work and efforts will provide the required information to support
these baselines.

INTEGRATED INTERIM STORAGE/REPROCESSING

Question. In DOE’s budget request for the GNEP program, the following state-
ment is made under the heading of “Detailed Justification” for “Systems Analysis”:

“In fiscal year 2006, the Department will focus its systems analysis efforts on
evaluating the integrated fuel cycle system it has chosen to demonstrate at engi-
neering scale. It will develop a plan for integrating a spent fuel recycle capability
with interim storage of commercial spent nuclear fuel and complete an assessment
of the proliferation resistance of certain aqueous separations technologies. This
‘Spent Fuel Recycling Plan’ will be submitted to Congress as requested in the fiscal
year 2006 Appropriations language.”

Can DOE explain what is meant by “interim storage” in this context?

Answer. Interim storage refers to the range of possibilities of storage of spent fuel
from the time it is discharged from a reactor until it is separated. The Department
has made no decisions regarding the timing for receiving and storing spent fuel that
would be incidental to recycling or the locations for the spent fuel recycling dem-
onstration facilities. It is anticipated that the approach to receiving and storing
spent fuel incidental to recycling will be examined as part of the project definition
and conceptual design phase that will occur over the next 2 years.

Question. What sites are under consideration for such interim storage?

Answer. The Department is not presently considering sites to be used solely for
interim storage as part of a recycle strategy. Future site evaluation studies will
identify the sites to be considered for recycling demonstration facilities and will con-
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sider the extent to which such sites have the capability to provide storage related
to the recycling process.

Question. What criteria will you use for identifying potential sites?

Answer. The Department has not yet developed criteria that would be used to
identify potential sites for spent fuel recycling demonstration facilities.

Question. Are foreign sites under consideration?

Answer. We do not anticipate using foreign sites to store U.S. spent fuel.

Question. What analysis will be made about the costs of interim storage on-site
as compared with interim storage at Yucca Mountain as compared with pool or dry-
cask storage at potential reprocessing sites?

Answer. The Department has not conducted analyses comparing costs of interim
storage onsite to storage that is incidental to demonstration of advanced recycling
technologies. The Department does not view process storage in connection with the
GNEP Technology Demonstration Program as a means of fulfilling its existing re-
sponsibility to take and dispose of the spent fuel currently being stored at reactor
sites.

SPENT FUEL RECYCLING PLAN

Question. What offices will lead on the production of this report in the DOE and
what other offices within DOE or what agencies will be involved?

Answer. The spent fuel recycling plan will be developed by the Office of Nuclear
Energy (NE). NE has the lead in developing and managing the Global Nuclear En-
ergy Partnership initiative. NE is assisted by the Office of Civilian Radioactive
Waste Management, which has primary responsibility for the geologic repository;
the Office of Science, which is involved in simulation and basic research; and the
National Nuclear Security Administration, which serves a key role in advancing
non-proliferation, developing advanced safeguards for the recycling demonstration
facilities, and in developing the fuel services component of GNEP.

Question. Will a “threat assessment” be a part of this plan?

Answer. The plan will identify what assessments must be done to enable recycling
of spent fuel. Those assessments will cover safety, environmental, proliferation re-
sistance, and physical protection of radioactive materials in accordance with laws,
regulations, and DOE Orders.

Question. What opportunities for public involvement will be there in the drafting
of this plan?

Answer. The Department anticipates delivering the spent fuel recycling plan to
Congress by May 31, 2006. There will be extensive opportunities for public involve-
ment in conjunction with the National Environmental Policy Act (NEPA) analyses
of alternatives for facilities envisioned as part of the GNEP Technology Demonstra-
tion Program.

Question. In what ways will the DOE produce this report in order to ensure com-
pliance with NEPA?

Answer. The Department remains committed to meeting the letter and the spirit
of NEPA and will conduct a thorough review of the environmental impacts of appro-
priate alternatives. On March 22, 2006, the Department issued an Advance Notice
of Intent (NOI) announcing its intent to prepare an Environmental Impact State-
ment for the GNEP Technology Demonstration Program. The Report to Congress is
separate from this NEPA review and sets forth DOE’s present vision for the GNEP
Technology Demonstration Program.

Question. How will this assessment affect the continued preparations for opening
Yucca Mountain?

Answer. The spent fuel recycling plan will articulate the Department’s plan to
demonstrate an integrated fuel cycle at a scale appropriate to determine the feasi-
bility of full scale operations. The development and implementation of this plan does
not affect the Department’s continued preparation for licensing, construction and op-
eration of Yucca Mountain. A geologic repository is a necessity under all fuel cycle
scenarios, and the Department’s budget request of $544 million relating to Yucca
Mountain will allow us to make steady progress on Yucca Mountain. The adminis-
tration is committed to begin operations at Yucca Mountain repository as soon as
possible so that we can begin to fulfill our obligation to dispose of the approximate
55,000 metric tons of spent fuel already generated and the approximate 2,000 metric
tons being generated annually. We have no plans to delay disposal of this spent fuel
until full scale recycling facilities are available.

Question. To what extent will this report assess the economic implications of fu-
ture fuel cycle activities?

Answer. The Spent Nuclear Fuel (SNF) Recycling Program Plan addresses the
near-term costs of the GNEP Technology Demonstration Program. The report, which
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is being provided to Congress in response to fiscal year 2006 Energy and Water De-
velopment (EWD) Conference Report language, does not assess the economic impli-
cations of the future fuel cycle activities or technologies. The report focuses on the
demonstration of the advanced recycling technologies on a scale sufficient to evalu-
ate potential commercialization of the technologies. System analyses are part of this
plan as we go forward and will assess the full economic implications of advanced
spent nuclear fuel recycling.

WASTE

Question. How much and what kind of waste would be produced by reprocessing?
By transmutation?

Answer. The volume and quantities of waste from reprocessing and transmutation
are not known in detail today, since they will depend not only on process design
considerations but also on the results of tests performed with the GNEP demonstra-
tion facilities. For example, no one has operated a fast burner reactor with trans-
uranic fuel and the technical results from engineering-scale treatment of that spent
fuel for further recycle will be available for the first time in approximately 15 years.
In the meantime, laboratory scale tests will be performed using irradiated speci-
mens from foreign fast test reactors (PHENIX in France and JOYO in Japan). Re-
gargless of the processes finally chosen, there will be no high level liquid waste
products.

From the UREX+ separations plant, approximately 94 percent of the products
will be highly purified uranium which will probably be stored for use as fuel in fu-
ture fast power reactors. If it is judged to be surplus, it would be classified as a
low level waste and disposed of by shallow burial. Approximately 25 percent by
weight of the spent fuel going to a UREX + plant is fuel cladding and end pieces.
It will be compressed and disposed of as high level waste. A small amount of the
cladding will be used to form an alloy with the fission product technetium for dis-
posal in the same metal waste container.

The fission product iodine will be collected from the dissolver off-gas, placed in
a stable waste form and placed in the repository. Cesium and strontium will be sep-
arated, converted to an alumino-silicate waste form and stored for approximately
200 years, by which time it will be a low level waste and disposed of by shallow
burial. The remaining fission product, constituting approximately 5 percent of the
spent fuel, will be mixed with borosilicate glass (with up to 50 percent of the final
glass logs being fission products) and disposed of at Yucca Mountain.

The transuranics in the spent fuel, constituting approximately 1.1 percent by
weight, will be blended with fresh make-up uranium and converted to fuel for the
fast test reactor. Recycle through fast burner reactors will result in a small quantity
of fission product and process losses being removed from the processing system each
cycle. The material will be formed into an inert waste form for disposal. The total
quantities will be a very small fraction of the quantity of spent fuel entering the
UREX+ processing plant (which under the current once-through fuel cycle, would
go directly to Yucca Mountain). Thus the overall quantities and heat loads of the
final waste will be reduced greatly, allowing the technical capacity of the Yucca
Mountain to be substantially increased.

Question. Does DOE envision inviting other countries that we don’t want to re-
process to ship their spent fuel to the United States? Could DOE provide a list of
the countries whose spent fuel we would be accepting and reprocessing?

Answer. We do not envision accepting spent fuel pursuant to the GNEP vision
until there is sufficient advanced recycling capability available in the United States.
At that time, we would have to consider the conditions under which the United
States would reprocess another country’s spent fuel. To meet nonproliferation objec-
tives, the United States currently receives U.S.-origin Highly Enriched Uranium
spent nuclear fuel from foreign research reactors. Additionally, the United States
has from time-to-time received spent fuel from another country to achieve non-
proliferation and other Departmental missions.

PAST REPROCESSING RECORD

Question. Given that the United States has built three commercial reprocessing
plants and none of them have worked, would there not be a danger that the reproc-
essing site would be turned into an interim storage site? (Indeed, that is exactly
what happened to the reprocessing plant that GE built but never operated in Illi-
nois.)

Answer. Recycling of commercial spent fuel in the United States was ended in
1977 by Presidential order. Commercial reprocessing had been carried out from
1966 to 1972 at West Valley, New York, at which time the plant was shut down
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for modifications based on increased Nuclear Regulatory Commission (NRC) safety
requirements. The combination of the Presidential Order and modification costs re-
sulted in a decision to end the plant’s operations. Two other commercial reprocess-
ing plants (Morris, Illinois and Barnwell, South Carolina) were built but never oper-
ated with radioactive materials. Decreasing costs of low-enriched uranium have dis-
couraged private investments in spent fuel reprocessing, particularly since the Fed-
eral Government assumed full responsibility for spent fuel management with the
passage of the Nuclear Waste Policy Act in 1982 (as amended in 1987).

The Department intends to carry out the GNEP initiative in an orderly manner
over several decades with the goal of having in place an immensely more efficient
fuel cycle in the future. The first phase is the demonstration of technical feasibility
over the next decade. If the technologies are shown to be technically feasible, then
the Department will seek to promote their deployment in a manner that is commer-
cially viable.

The Nuclear Waste Policy Act constrains the extent to which the Department can
undertake interim storage and the administration’s recently proposed amendment
to the Nuclear Waste Policy Act did not include provisions related to interim storage
of commercial spent fuel. However, we understand there are some members of Con-
gress who are interested in pursuing interim storage as a temporary means of man-
aging spent fuel while Yucca Mountain and recycling technology are being devel-
oped. Regardless, two conditions must be met. We must continue to ensure that
Yucca Mountain is available regardless of fuel cycle scenario and regardless of the
way the Department proposes to manage spent fuel, pending its disposal.

FAST REACTOR RECORD AND SAFETY

Question. What are the safety risks of sodium-cooled reactor as opposed to a ther-
mal water cooled reactor? Please describe the incidents that have occurred related
to sodium cooled reactors.

Answer. Both technologies are extremely safe. This conclusion is based on decades
of operating experience with light water reactors and from large-scale demonstra-
tions of sodium-cooled reactors in several countries. With respect to sodium-cooled
reactors, these include:

—More than 30 years experience with the French 560 MWt Phenix fast reactor;

—30 years experience in the United States with the EBR-II fast reactor;

—30 years experience with Japan’s 100 MWt Joyo fast reactor;

—30 years experience with Russia’s 1000 MWt BN 350 reactor;

—25 years experience with Russia’s 1470 MWt BN 600 reactor;

—13; years dexperience in the United States with the 400 MWt Fast Flux Test Fa-

cility; an

—13 years experience with France’s 2900 MWt Superphenix reactor.

Phenix and EBR-II have had issues involving such things as minor sodium leaks,
but there have been no nuclear-related accidents at either of them.

In addition, the passively safe design features that have been demonstrated in so-
dium-cooled reactors will provide an added layer of safety to Advanced Burner Reac-
tors (ABRs). ABRs will undergo a safety review and certification process to assure
safe operation.

PROLIFERATION CONCERNS

Question. Would it be possible, and if so, how hard would it be, for a country or
terrorist group to extract pure plutonium from the proposed transuranic radio-
nuclide mix (for example, in a glove box)? Could a process such as pyroprocessing
be adjusted to provide more pure plutonium?

Answer. A country and a terrorist group represent two very different proliferation
threats. In the case of a state actor, it has long been understood that radiation bar-
riers provide no significant protection against chemical separation. Significant radi-
ation barriers may provide protection against theft by sub-state actors depending
upon the dedication of the sub-state group and the strength of the radiation field.

From a state, or sub-state perspective, significant shielded glove box facilities and
supporting equipment would be required to separate a weapon-significant quantity
of plutonium from the UREX+ product. These facilities are commonly co-located
with or adjacent to hot cell capabilities since typical small laboratory-scale
radiochemical operations usually involve a variety of different radiation fields and
contamination hazards. A PUREX facility is designed to produce and isolate pluto-
nium in a readily usable form; a UREX+ facility is not. Further processing of the
product of a UREX+ facility would require access to shielded radiochemical facili-
ties and technical expertise to separate the plutonium into a more readily usable
form. A sub-state actor would have to secure both long term access to these facilities



39

and the radiochemical expertise required to perform the operations. Obviously, the
state actor risks are higher in either case, since the resources of a state actor are
significant in comparison with non-state adversaries. This is why IAEA safeguards
are required on all non weapon state nuclear materials and facilities—including lab-
oratory scale facilities. Reengineering a UREX+ facility could be detected by IAEA
safeguards that are designed to detect such process modifications.

Pyroprocessing, by design, is not capable of making clean separations of pluto-
nium. It is also a much more difficult technology to master than basic aqueous proc-
esses since it involves specialized high temperature molten salt and dry box hot cell
facilities. As such, it is expected that proliferators will use simpler, less costly and
proven aqueous technology, such as PUREX, to separate plutonium.

Question. It is vital to ensure that plutonium already separated by reprocessing
is adequately secured against terrorist theft. What more should the U.S. Govern-
ment be doing to ensure that nuclear stockpiles around the world are secure and
accounted for and cannot fall into terrorist hands?

Answer. I share your concern that separated plutonium and other nuclear weap-
ons usable materials currently available in civil nuclear programs around the world
could fall into the hands of terrorists. For this reason, as part of NNSA’s Global
Threat Reduction Initiation (GTRI), NNSA has been working on an accelerated
basis to ensure that highly enriched uranium and separated plutonium currently
used in civilian applications around the world are subject to effective physical pro-
tection. Furthermore, GTRI is developing a path forward for recovering and
dispositioning these nuclear weapons-usable materials to high security sites within
the United States or within another GTRI partner country with excellent non-
proliferation and nuclear security credentials. To that end, NNSA currently is nego-
tiating with several countries that possess these vulnerable, high-risk materials to
develop a plan for recovery and disposition that will reduce or eliminate the risk
of theft or diversion of these so-called “gap materials” that pose a security concern
to the United States and the international community.

Question. Dr. Finck of Argonne National Laboratories stated in his presentation
before the Advanced Fuel Cycle Initiative’s Semi-Annual Review Meeting in August
of 2003, “Expect that proposed dual tier fuel cycle cannot be made intrinsically pro-
liferation resistant.” Why is UREX+ not considered proliferation-resistant? What
are the issues here?

Answer. Dr. Finck’s statement refers to “intrinsic” proliferation resistance. Intrin-
sic resistance is understood to mean the proliferation resistance of a system in the
absence of any institutional, legal, or technical verification measures. The term “pro-
liferation resistance” should not be confused with being “proliferation-proof.” A sys-
tem that is truly intrinsically proliferation proof would not require safeguards.

UREX+ is an aqueous separation method, and therefore it is possible to reengi-
neer facilities and systems to separate plutonium. However, IAEA safeguards and
other legal and institutional measures are significant “extrinsic” proliferation resist-
ant features and would provide for the timely detection of tampering and re-engi-
neering.

We do not anticipate technical characteristics alone make the UREX + process im-
mune to exploitation by would-be proliferators. That is why we are proposing as
part of our GNEP proposal to consider future recycling only in a limited number
of fuel cycle states that already possess reprocessing technology.

INTERNATIONAL CONCERNS

Question. Secretary Bodman, in a speech he gave on November 7, 2005, at the
2005 Carnegie International Nonproliferation Conference, said: “It is important to
note that in addressing reprocessing—or recycling—technologies for dealing with
spent fuel, we are guided by one overarching goal: to seek a global norm of no sepa-
rated plutonium.” and, “Regardless of whether one believes reprocessing has worked
well in those nations where it is practiced, I think everyone would agree that the
stores of plutonium that have built up as a consequence of conventional reprocessing
technologies pose a growing proliferation risk that requires vigilant attention.”
Given these statements, is it correct to say that the United States will not support
the reprocessing of U.S. origin and controlled spent fuel in any of the foreign reproc-
essing plants, other than those already in place, such as with Japan? Should the
U.S. reconsider that agreement? Given these statements, can you explain why the
French plutonium company AREVA has reportedly stated that it hopes to sign new
reprocessing contracts covering U.S. spent fuel?

Answer. We have made no decisions regarding reprocessing of U.S.-origin spent
fuel in foreign reprocessing plants. It is an issue that needs to be examined in more
depth as we establish partner nations under the GNEP vision.
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Question. Secretary Bodman has expressed doubt in the U.S. being able to afford
to fulfill the GNEP vision by itself. Yet, for the near term the U.S. DOE strategy
is to go it alone. What will be the schedule and pathway for intellectually and finan-
cially engaging international partners?

Answer. Earlier this year, the Deputy Secretary of Energy and Under Secretary
of State consulted government officials in a number of countries including the
United Kingdom, France, Russia, Japan and China, each of whom have large invest-
ments in the commercial fuel cycle. These discussions focused on the objectives of
the Global Nuclear Energy Partnership initiative and there was general agreement
on the objectives. Since then, we have continued diplomatic and technical outreach
to these and other nations which would be prospective partners. The U.S. strategy
is to work with international partners in developing these technologies. For exam-
ple, in January the United States, France and Japan signed an agreement to guide
the cooperation on the research and development of sodium cooled fast reactors, a
reactor concept that is under consideration for the Advanced Burner Reactor.

NEXT GENERATION NUCLEAR PLANT (NGNP)

Question. With the new focus and funding drain due to GNEP, can the United
States still afford to pursue a GEN IV plant that targets both electricity and hydro-
gen production?

Answer. The Department is committed to pursuing the research and development
necessary to inform a decision in 2011 on deployment of the Gen IV technology. The
Department has requested $23 million in fiscal year 2007 to keep the program on
pace to support a fiscal year 2011 decision. Research underway includes develop-
ment of coated particle fuel, qualification of high temperature materials for use in
the reactor system, and development of analytical codes and methods to be used in
assessing system performance. In addition, the very high temperature reactor tech-
nologies being investigated as the Next Generation Nuclear Plant could be among
the concepts considered for deployment as small scale reactors under GNEP.

TIMING

Question. To date, UREX+ has been tested only on the gram scale, using tech-
nologies different than those that would be used for full-scale operation and sepa-
rating a somewhat different set of materials than is now proposed—yet it is now
proposed to use it for processing the 63,000 tons of commercial spent fuel slated for
disposal in a geological repository, and perhaps more. Wouldn't it be wiser to wait
until the technology has been further developed before proceeding to an expensive
engineering-scale demonstration, and before choosing between this technology and
other proposed separations technologies?

Answer. The separations technologies that the Department proposes testing have
been studied for over 5 years and have been demonstrated at the laboratory scale
in kilograms quantities. The Department believes that the UREX+ separations
process is the best known and proven today. Only through proceeding with engineer-
ing scale demonstrations of the separations, fuels and reactor technologies will we
learn the practicality and economics of deploying industrial scale facilities. Only by
beginning these demonstrations now will we discover means to reduce their costs
and deployment times. And only by beginning them now can we realistically expect
them to be ready by the time they are needed in the future for commercial scale
deployment.

Question. Why should we choose between potential reprocessing technologies in
the next few years, rather than allowing whatever technologies appear to be prom-
ising to continue to develop? Are we in danger of choosing a technology because it
can be made available sooner, forgoing technologies that may be more promising but
may take longer to develop?

Answer. It is crucial that we start today to accelerate and demonstrate a more
proliferation resistant fuel cycle—a fuel cycle for the future that can provide the
benefits of nuclear energy to the world while effectively addressing civilian inven-
tories of plutonium and reducing the quantity and toxicity of nuclear waste requir-
ing a geologic repository.

Over the last 5 years, the Department has pursued development of various flow
sheets for a more proliferation resistant separations technology. The Uranium Ex-
traYtion Plus or UREX+ has been successfully demonstrated at the “laboratory
scale”.

REPROCESSING IN EUROPE (TRADITIONAL PUREX REPROCESSING)

Question. The concept of “recycling” conveys the notion that countries such as
France and the United Kingdom re-use the plutonium as they go, but actually MOX
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fuel is not made and used immediately. (Nor is the high-level liquid waste generated
from reprocessing immediately vitrified; rather, it is stored in stainless steel tanks
to cool.) More than 200 metric tons of commercial plutonium worldwide are sepa-
rated and have not been used as MOX and the surplus is building up each year.
Many reactors need costly modifications to use MOX and some reactors cannot be
modified. There are about 80 metric tons of surplus plutonium at La Hague in
France and similar amounts at Sellafield in the United Kingdom and about 40 met-
ric tons in Chelyabinsk, Russia. The United Kingdom has no reactors that can use
plutonium fuel and no operating MOX factory. How can the United Kingdom effort
be described as a recycling program when the United Kingdom has amassed about
80 metric tons of civil weapons-usable plutonium and has no plan to use this mate-
rial? (For Pu amounts reported to the IAEA—see INFCIRC 549, on IAEA web site).
Why do we expect that the proposed program will be more successful in avoiding
a buildup of the material separated by reprocessing?

Answer. The GNEP vision would pursue different approaches to avoid buildup of
pure plutonium separated by reprocessing. Plutonium would not be separated by
itself; rather, plutonium would remain mixed with other transuranic elements. The
Advanced Burner Reactors would more quickly consume these transuranic elements
(including plutonium) than the reactors that use plutonium-MOX. Finally, the
United States would pursue a phased approach that would bring the transuranic
products from UREX+ in equilibrium with the fuel needs for the demonstration of
the advanced burner reactor.

Question. How much transuranic waste has been created by reprocessing in
France and the United Kingdom, and how does it compare with the original spent
fuel volume? Are the French planning to dispose of what they call “intermediate
waste”, including transuranic waste, generated from reprocessing (separate from the
vitrified high level waste) in a deep geologic repository? How much of this waste
will they have from reprocessing compared with the volume of spent fuel?

Answer. France and the United Kingdom do not have a geologic repository pro-
gram and are developing long-term disposal plans that would address many dif-
ferent wastes, including vitrified waste. The structure of waste regulations in both
countries differs from the United States and the volumes of waste generated would
not be directly comparable.

Question. France uses plutonium fuel (MOX) in 20 out of 58 reactors, but the
stockpile of civil plutonium continues to increase with no end in sight. How can this
growing stockpile be presented as “recycling”? MOX fuel produces less than 10 per-
cent of France’s nuclear electricity, but an official French report indicates that it im-
poses about $1 billion per year in added electricity costs. Why does Electricite de
France (EDF), the state-owned utility forced to use MOX fuel, place a negative value
on plutonium they must take from the reprocessing company (Cogema)? Isn’t the
French reprocessing company almost wholly owned by the government (about 85
percent as of 2004)?

Answer. There are significant differences between the French approach to recy-
cling and the approach being explored by the United States. The French MOX-recy-
cling program is based on plutonium-only separation using PUREX and is aimed at
obtaining modest energy recovery from that plutonium. The French program does
not aim to maximize use of a geologic repository nor address repository costs in its
current economics.

GNEP has a broad range of objectives, including decreasing inventories of weap-
ons-usable material (whether in used fuel or already separated), avoiding separation
of pure plutonium, incorporation of newest safeguard design techniques, and making
more efficient use of the U.S. geologic repository at Yucca Mountain. While the
French program focuses on plutonium, the GNEP addresses proposed technologies
relating to plutonium, americium, curium, and neptunium, thereby increasing waste
management benefits. Recycle and consumption of plutonium, americium and neptu-
nium decrease the geologic heat load and long-term potential doses. Recovery of ura-
nium, at the purity level equal to low-level waste, reduces the volume of the waste.
If the GNEP technologies are successful, the residual waste would be put into a
form that is more resistant to long-term leaching than once-through used fuel, fur-
ther reducing the technical requirements for geologic repository design.

Question. The United Kingdom’s THORP reprocessing plant, which reprocesses
foreign light water reactor fuel, had a major accident which was discovered last year
after several months (a leak of nuclear material onto the floor of one cell, due to
a broken process pipe). The accident has resulted in the facility being shut down
indefinitely, with the possibility that it might not start back up. The operators of
this plant have asked the United Kingdom government to permanently close the
plant, which has never been profitable. What is the risk of similar accidents and
safety record in the United States if we pursue reprocessing?
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Answer. The overall safety record of fuel cycle operations in the United States is
excellent, and is the model that should be followed in evaluation of fuel cycle issues.
The safety of U.S. operations routinely exceeds established industrial standards of
the countries in which they are deployed. The lessons learned from the leak at
THORP, as well as all other off-normal events, have been closely studied and are
well understood. The facilities under the GNEP initiative would be subject to rig-
orous safety analyses and regulatory oversight.

ENVIRONMENTAL/NEPA

Question. What NEPA related requirements will have to be met in the course of
developing GNEP in the next year/years to come?

Answer. On March 22, 2006, the Department issued an Advance Notice of Intent
(NOI) for the GNEP Technology Demonstration Program. Over the next 2 years, the
Department plans to develop an Environmental Impact Statement to assess the po-
tential environmental impacts associated with the GNEP Technology Demonstration
Program. At an appropriate point in the future, DOE will prepare a Programmatic
Environmental Impact Statement to inform the ultimate decision of whether to pro-
ceed with potential future actions to encourage the commercial-scale deployment of
proliferation-resistant GNEP Technology Demonstration Program technologies.

PUBLIC DISCLOSURE

Question. What was the nature of the briefings on GNEP given to and responses
from the countries which have been briefed on this program? What companies were
briefed as part of those briefings? And which U.S. companies have been briefed?

Answer. Briefings by the U.S. Government on GNEP have proceeded with a vari-
ety of countries. Prior to the February 6, 2006 public announcement of GNEP, the
administration consulted with officials from the United Kingdom, France, Russia,
Japan, China and the International Atomic Energy Agency (IAEA), and the GNEP
vision was well received in each case. These were government-to-government meet-
ings. Part of the consultation with the officials from France included a meeting with
representatives from Areva. Further technical discussions on areas for technology
partnership are ongoing.

Shortly after the February 6, 2006 announcement of GNEP, a cable was sent to
all diplomatic posts providing information on GNEP. Government delegations from
Canada, the Republic of South Korea, and Indonesia were briefed at their request.
In addition, many science counselors from embassies that expressed interest in
learning more about GNEP from Europe, Asia, Latin America and Africa were
briefed in Washington. In March 2006, the IAEA Board of Governors was briefed,
including representatives from nearly 40 countries. The response to the briefings re-
flected interest.

Since the announcement of GNEP, the Department has provided briefings on
GNEP to the U.S. nuclear industry through the Nuclear Energy Institute, and the
National Association of Regulatory Utility Commissioners. The Department has held
discussions with a number of U.S. utilities and nuclear suppliers that might have
an interest in GNEP. The GNEP vision also has been discussed with representatives
of foreign government-owned nuclear companies or their American affiliates at con-
ferences or meetings on related matters (e.g., Generation IV).

Question. Former Secretary of Energy Spencer Abraham has been named Chair-
man of Areva, Inc. in the United States. As the French company Areva strongly sup-
ports the development of reprocessing and favors reprocessing U.S. spent fuel in
France, do any conflict of interest laws apply, and has Secretary Abraham lobbied
the Department of Energy on this issue?

Answer. Former Secretary Spencer Abraham terminated his Federal service on
January 31, 2005. He continues to be subject to the post-employment restrictions
of 18 U.S.C. 207(a). That section prohibits, in part, a former employee from know-
ingly making, with the intent to influence, any communication to or appearance be-
fore any employee of any department, agency, or court of the United States on be-
half of any other person in connection with a particular matter involving a specific
party, in which the former employee participated personally and substantially as an
employee of the government. That section also prohibits, a former employee from
knowingly making such communications or appearances when the former employee
knows or reasonably should know that the particular matter involving a specific
party was actually pending under his official responsibility within a period of 1 year
before the termination of his Federal service. Former Secretary Abraham is no
longer subject to a number of other post-employment restrictions that ended 1 year
after his Federal service terminated.
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To the best of my knowledge, former Secretary Abraham has not lobbied the De-
partment on behalf of Areva, Inc.

SUBCOMMITTEE RECESS

Senator ALLARD [continuing]. So we can move forward with our
deliberations.

And, without any more questions, I now declare the sub-
committee in recess.

[Whereupon, at 4:05 p.m., Tuesday, March 2, 2006, the subcom-
mittee was recessed, to reconvene subject to the call of the Chair.]
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STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. Good morning. Today the subcommittee is
going to take testimony on the fiscal year 2007 budget request for
the Bureau. Our panel will consist of the witnesses from the De-
partment of the Interior and the Bureau of Reclamation. Testifying
for them will be Mark Limbaugh, Assistant Secretary for Water
and Science; and John W. Keys, III, Commissioner of Reclamation.
Commissioner, it is great to have you before us. We understand
that after this series of hearings over time that this may be your
last. You will be missed. It has been a good stay. We hope you have
enjoyed it. Things have been tough at the Bureau, but we are in
transition.

Thank you for appearing. I understand that the Bureau is con-
sidering that your effective retirement time would be next month.
Is that correct?

Mr. KEYS. Mr. Domenici, that is correct.

Senator DOMENICI. So certainly this is your last appearance here.
Again, thank you for your many years of service to the Federal
Government. Second, I want to wish you a very long and happy re-
tirement.

Now to the business at hand. The fiscal year 2007 budget request
for the Bureau totals $971.6 million, a decrease of nearly $50 mil-
lion from 2006, at least the enacted level of 2006, which was

(45)
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$1.0208 billion, a 9.5 percent decrease. That is a pretty steep de-
crease. This is partially offset by discretionary receipts of $33.8
million from the Central Valley Project Restoration Fund and an
$88 million rescission of unobligated balances for At Risk Desert
Terminal Lakes.

Highlights for the budget include, as we see it: $14.5 million for
Water 2025, a $9 million increase for fiscal year 2006 level increase
in that project. This initiative seeks to make water more available
in reclamation States through enhanced conservation. Clearly, the
money does not match up with the size of the problem, but in this
tight budget year I do not know where it does.

Fifty-seven million dollars, another item, is a $2 million increase
from 2006 for the Animas-LaPlata. Funding will be primarily pro-
vided for the continued construction of the Ridges Basin Dam and
Durango pumping plant. If I am wrong on any of these, I would
hope you would take note and note it in your comments to us. How-
ever, it is my understanding that an additional $12 million is need-
ed to maintain that schedule and we will work on that with you.

Thirty-eight-point-six million dollars for CALFED. That is a $2
million increase from 2006. The funds will be used for environ-
mental water account, storage feasibility studies, conveyance stud-
ies, and some other items.

One hundred twenty million dollars for operating, managing, and
improving California Central Valley Project. This is a $9 million in-
crease over 2006.

And $69 million for 2007—that is a $7.6 million, 11 percent, in-
crease—for ensuring the safety of reclamation dams.

Eight-point-five million for 2007, $7.5 million decrease from the
2006 program level, for science and technology programs.

And $39 million for 2007, the same amount as the enacted level,
for site security. The 2007 budget includes funding for guards and
surveillance of facilities, anti-terrorism upgrades, law enforcement
functions.

Ten million dollars for water recycling and reuse projects. This
is a $15 million decrease from 2006.

I anticipate that this tight budget will cause us some real prob-
lems and I appreciate the fact that you have put together a budget
that is reasonably balanced as you see it, and we will have our
views to see whether we agree with that as we complete our work.

Senator Reid is not here, but I understand if he has a statement
we will introduce it in the record, and it is with his concurrence
that we proceed without a minority member today.

Senator Craig, very active in this committee, I yield to you for
whatever time you would like.

STATEMENT OF SENATOR LARRY CRAIG

Senator CRAIG. Well, thank you very much, Mr. Chairman.

I am sure that the Secretary and the Commissioner come before
us with the Bureau of Reclamation budget facing a 3.5 percent de-
crease from 2006 levels in what I would suggest, although it may
not be articulated by them, to be a frustrating budget. I think all
of us recognize, and certainly this committee does and you do, Mr.
Chairman, the aging infrastructure that we are dealing with and
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the need to obviously, to deliver water and its importance, and in
the West now more so than ever.

Before I go on, let me also recognize, as you have, that Commis-
sioner Keys is leaving us. John, I must tell you how proud I have
been of the service you have provided to us, to our Government, to
the West for a good number of years. John and I go back a long
ways. When he was serving in Idaho we worked very closely to-
gether, and that relationship continued. The Commissioner has
been instrumental in developing the needed Water 2025 program.
He is returning to the West and he will find a West just in the
short time that he has been here that is growing dramatically, a
West that is populating at an unprecedented rate, a West that is
populating in the most arid parts of our country.

The three fastest growing States in the West right now are Ari-
zona, Nevada, and my State of Idaho, Mark’s State of Idaho. We
live in the high desert great basin region of the country. For us to
not be focusing with the intensity of resource that I think we need
for water and water development is going to catch up with us. We
are going to have to start running faster than we are running
today to resolve some of those problems that are needed.

Right now, a classical thing is happening in Idaho. The Idaho
legislature is battling it out over how to re-look at old first in line,
first in time water rights, and should they be used in slightly dif-
ferent ways, for enhanced storage, enhanced water into the system.
That is an interesting battle that is going on at the legislative level
right now. But I think, Mr. Chairman, it is prelude to the reality
of some of our problems that we are facing in a country; in a region
of the country that obviously does not get all the water it needs.
That battle will continue.

The Bureau is going to play a role in it. They must play a role
in it. Your bill, the Rural Water Supply Act, Mr. Chairman, I hope
we can see that through the House this year. I think it is going
to begin to focus us in ways that we need to focus with some re-
source that is going to be awfully important.

Lastly, Mr. Chairman, I have to say this because, thanks to the
Secretary and the Commissioner, I did something over the recess
that I have been wanting to do for years. I spent a day at Hoover
Dam and went top to bottom, in a structure that still is operating
as effectively, if not more so, than it was designed to do in the
1930’s when it was built. I could go on and on, but the one thing
behind it that was interesting is that the impoundment, the lake,
the reservoir, was just a little over 50 percent full.

There is a very real reality to the water system there and the
supply of the river that is so important to that portion of the West
and the absence of water at this moment. I thought it was fairly
dramatic. The reality is that Colorado just ain’t producing water.
You have got to get busy.

Senator ALLARD. Yes, we are trying to.

Senator CRAIG. All right, okay. And probably keep more of it.

Anyway, thank you very much, Mr. Chairman. We are glad to
have you before us, both Mr. Secretary and Commissioner. Again,
John, we hope you the very best in your retirement.

Mr. Keys. Thank you very much.

Senator DOMENICI. Colorado had some late snow.
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Senator CRAIG. Yes, they did.

Senator ALLARD. And down around the New Mexico border.

Senator CRAIG. And they are getting it again.

Senator DOMENICI. Is it in the right place? Is it coming down
some more?

Senator ALLARD. Yes.

Senator DOMENICI. It is too late, but that is good.

Senator, do you have anything you would like to offer?

STATEMENT OF SENATOR TIM JOHNSON

Senator JOHNSON. Just very briefly.

Mr. Secretary, I want to welcome Secretary Limbaugh here as
well as Mr. Keys. Commissioner Keys, I too want to join in thank-
ing you for your extraordinary service over these many years. We
have worked very closely with you on our BOR water projects in
particular in South Dakota and I wish you well and the people of
South Dakota wish you well in whatever next may come your way
in terms of your next endeavors.

I do want to express my concern that once again the BOR budget
for the Great Plains Region is simply inadequate, given the ongoing
projects that we have out there. It is my understanding that the
recommendation is $168 million for Water and Related Resources.
That is a $14.4 million decrease from 2006. It is my understanding
that about $68.7 million is budgeted for ongoing rural water
projects. That includes the municipal, rural, and industrial, MRI
account. That includes the Mni Wiconi and the Lewis and Clark
Rural Water Systems in South Dakota.

Very frankly, the Mni Wiconi and Lewis and Clark Water Sys-
tems in South Dakota alone could consume the entire budget for
ongoing water projects. Each of them could use well over $30 mil-
lion in the coming fiscal year for construction. What I fear hap-
pening is that these projects are being stretched out to such a great
degree that not only does it delay getting water in the case of the
Mni Wiconi to some of the poorest of the poor, three Indian tribes,
but the overall cost of these projects is becoming immense, which
may make it almost unworkable for some of the component rural
water systems.

Like buying anything else, the more we can pay up front the less
it will cost down the road. So I am very worried that we continue
to come in with budget recommendations that are excessively low
and are going to make these water projects as well as others
around the country far more costly to the taxpayers than would
otherwise be the case.

Now, I appreciate that the President campaigned on lower taxes
and smaller government, so no one should be surprised that there
is an inadequate budget for public works projects such as these.
Nonetheless, these projects are key infrastructure improvements
that will result in economic growth and prosperity and public
health throughout large regions of the country, and I think that it
is a classic case of being penny-wise and pound-foolish to nickel-
and-dime and underfund these key water projects.

The BOR has done a great job of managing these projects, of
building these projects. So my criticism is not with the BOR. The
criticism is with the overall level of funding that OMB has allo-
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cated in the recommendations and, frankly, our budget resolution
does not do as well as I would like either, despite great efforts on
the part of our chairman and others to make sure that we try to
get a reasonable allocation.

So I want to share those concerns with you, but most of all, Com-
missioner Keys, to thank you for working very closely with my staff
and with South Dakotans over the years. We have some of the
most extraordinary and largest scale drinking projects in the world
in that State, and your willingness to work with us on those
projects is a big reason why we have come as far as we have.
Thank you.

Senator DOMENICI. Thank you very much, Senator.

Senator Allard.

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. Well, Mr. Chairman, I would just like to make
my full statement a part of the record and join you and the other
members of the committee in expressing to Commissioner Keys our
appreciation for his service. I understand that you have not decided
what you are going to be doing next, but I wish you well in what-
ever endeavors you may decide to do, even if you are just going to
retire and take life easy, which I cannot imagine somebody like you
is going to end up doing. But I do wish you well with the other
members of the committee.

Also, I just want to highlight a problem that I see emerging and
that is maintenance of our facilities we already have out there. I
know that other members have similar problems in their States
that we do, that concern about certain projects that have some
maintenance requirements that we think we really need to deal
with and we need to rehabilitate many of those projects.

Colorado has 18 Bureau projects there. We have utilized the De-
partment a lot historically, and these projects I think have become
especially prominent in the last several years in Colorado, in fact
the entire West, because of the terrible drought that you have out
here on your chart. It has been shifting around both in the north-
ern and southern parts of the West.

PREPARED STATEMENT

Many federally owned Bureau of Reclamation projects are cur-
rently at or past their life expectancy and in severe need of reha-
bilitation. The Bureau has maintained that rehabilitation is the
same as operations and maintenance, which in many cases was
turned over to local operating agencies. So I just say that it seems
to me that we need to be looking at these things more seriously.
So I will have some questions for you in that regard, and I do not
understand why you do not take a greater interest in rehabilitation
of these projects, because we are not going to be building new ones
and we need to make sure that the ones that we have out there
are up to par with changing standards and up there to operate at
maximum efficiency, because I do not see us getting a lot of new
projects out there.

Thank you, Mr. Chairman.

[The statement follows:]
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PREPARED STATEMENT OF SENATOR WAYNE ALLARD

Mr. Chairman, thank you for holding this hearing. Those of us in the West are
well aware of the important work that the Bureau of Reclamation has done over
the years. In Colorado there are 18 Bureau projects. These projects are vital in sup-
plying water to many people in rural areas of the State. The value of these projects
has been especially prominent during the last 4 to 5 years, as Colorado—and the
entire West—has experienced terrible drought.

I would like to mention a growing problem with Bureau projects throughout the
West, which I will follow-up on during the question portion of this hearing. Many
federally-owned Bureau of Reclamation projects are currently at, or past, their life
expectancy and in severe need of rehabilitation. While the cost of rehabilitation is
generally one-half to one-third of the cost of replacing a project this is more than
many communities can afford. The Bureau has maintained that rehabilitation is the
same as operations and maintenance, which in many cases was turned over to local
operating agencies long ago.

It seems to me, however, that these two things are not the same. No matter how
many oil changes or tune-ups you give a car, it will eventually no longer be service-
able. The same can be said of these projects. Local entities have worked diligently
over the years to care for, and make repairs to, these projects. But eventually they
reach the end of their operational life, and more extensive help is needed. I cannot
understand why the Bureau continues to maintain that they have no responsibility
to assist local communities in the rehabilitation of federally-built, federally-owned
projects.

Before I close I would like to thank Commissioner Keyes for his service. Mr.
Keyes, I understand that you have announced your resignation, and will be leaving
the Bureau April 15. We wish you all the best in whatever you choose to do next.

Senator DOMENICI. Before we proceed, I think we should let this
record, hearing record, reflect that we commence these hearings at
a rather historic time, because under the Energy Policy Act we
have totally modernized the licensing process for water projects in
the United States and diversions, thanks to the extraordinary lead-
ership of Larry Craig, and we have something that is workable. It
is going to be a difficult, long, arduous implementation process,
without any question. Perhaps we will have an oversight hearing
when you think it is right.

Senator CRAIG. I think we should do that.

Senator DOMENICI. Sorry I did not have that on, but I think you
understood most of what I said.

Incidentally, speaking to my staffer out there, I would prefer if
you would come up here and sit by me.

Now, having said that, we are going to proceed, Commissioner,
with you and then with Mark in that order. Or do you want to go
in the reverse order? Mr. Secretary, do you want to go first?

Mr. LIMBAUGH. Yes, please, Mr. Chairman.

Senator DOMENICI. Let us do that. You are on.

STATEMENT OF MARK LIMBAUGH

Mr. LiMBAUGH. Thank you, Mr. Chairman and members of the
committee. Good morning. I am pleased to be here today to intro-
duce the 2007 budget for the Bureau of Reclamation and the Cen-
tral Utah Project. I would ask that my entire statement be made
part of the record.

Senator DOMENICI. It will be.

Mr. LiIMBAUGH. Thank you, Mr. Chairman.

Joining me today is Reclamation Commissioner John Keys and
CUPCA Program Director Reed Murray. Also with us is John
Trezise, Budget Director for the Department of the Interior; and
Bob Wolf, Reclamation Budget Director.
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HIGHLIGHTS OF THE FISCAL YEAR 2007 BUDGET REQUEST FOR THE
BUREAU OF RECLAMATION

Before turning to the Commissioner, I would like to highlight a
few details of the Reclamation request for the subcommittee. Re-
cently, the National Academy of Sciences completed a study on the
Bureau of Reclamation’s construction and infrastructure programs.
This study looked into the future of the agency and provided some
insight on how Reclamation can improve its construction and infra-
structure management functions, as well as address some contem-
porary problems in dealing with water supply and infrastructure
challenges in the future.

I want to assure this subcommittee, Mr. Chairman, that I am
personally committed to ensuring that Reclamation addresses the
findings and recommendations of this study in order to improve the
effectiveness and efficiency of the management of infrastructure
and construction processes. I brought copies of “Managing for Ex-
cellence,” Reclamation’s action plan in addressing the study’s find-
ings, for the subcommittee to review, and I look forward to working
with all of you in this effort.

WATER SUPPLY CRISES IN THE WEST

Chronic water supply problems in the western States served by
the Bureau of Reclamation will continue to be a challenge. Demand
for water in many basins of the West, as many of you have noted
this morning, exceeds available supply even in normal years. Re-
current droughts compound this problem. For example, the South-
west is in the sixth year of a severe drought. Projections for this
year suggest very low water supplies that could negatively impact
farmers, urban residents, Native Americans, and fish and wildlife
alike.

When combined with the fact that the West is home to some of
the fastest growing communities in the Nation, these realities
guarantee that water supply crises will become more frequent if we
do not act now. Our Water 2025 program has sparked a movement
to change the way we think about and value water supplies in the
West. The challenge grants under Water 2025 have provided the
means for many western water managers to implement innovative
measures for conserving and managing water more effectively to
meet unmet needs. Through the challenge grant component of
Water 2025, Reclamation has awarded 68 challenge grants in 16
western States, collectively, representing $60 million in water man-
agement improvements, $44 million of which came from private
sources. In other words, non-Federal interests have invested ap-
proximately $3 for every $1 the Federal Government has invested.

Also, looking for the next generation of desalination technologies
through targeted research and development will be key to finding
new cost-effective water supplies in many areas of the West in the
future.

Continuing the Water 2025 program into the future will encour-
age solutions to prevent conflict and crises over water, the real bar-
riers to progress in the West. Speaking of problems, our water sup-
ply crises that we have seen recently in the Middle Rio Grande and



52

the Klamath River Basins are the sort of crises we hope to avoid
through Water 2025.

In the 2007 budget, the Bureau of Reclamation continues to ad-
dress the Klamath Basin with continued emphasis on working
across the landscape cooperatively to address water needs of stake-
holders and endangered species. In the Middle Rio Grande Project,
the Reclamation request now totals almost $24 million for fiscal
year 2007. Of this amount, almost $11 million is to address the sta-
tus of endangered species, including the Rio Grande silvery min-
now and the Southwest willow flycatcher, through the collaborative
program.

In addition to Reclamation funding, Interior is working closely
with other Federal agencies and non-Federal partners to improve
the status of endangered species while also protecting existing and
future uses of water in the basin. In fact, on April 11 and 12, Rec-
lamation will host the first annual collaborative program sympo-
sium in Albuquerque to more effectively coordinate efforts to ad-
dress endangered species needs in the basins.

Finally, the Middle Rio Grande Water Conservancy District is
just one of the many entities Reclamation has worked with through
the Water 2025 program to help stretch water supplies in a very
dry area of the West.

PREPARED STATEMENT

In conclusion, I would now like to turn to Commissioner John
Keys to provide more details on the Reclamation budget. After his
statement, he and I would be pleased to answer questions, and
Reed Murray from the Central Utah Project Office is also available
for questions as well.

Mr. Chairman, thank you.

[The statement follows:]

PREPARED STATEMENT OF MARK LIMBAUGH

Good morning. I am pleased to be here today on behalf of the Secretary to discuss
the fiscal year 2007 budget for the Department of the Interior. I appreciate the op-
portunity to highlight our priorities and key goals.

The Department’s broad, multi-faceted mission and geographically dispersed serv-
ices and programs uniquely contribute to the fabric of America by maintaining and
improving the Nation’s natural and cultural resources, economic vitality, and com-
munity well being. Interior’s 70,000 employees and 200,000 volunteers live and work
in the communities, large and small, that they serve. They deliver programs
through partnerships and cooperative relationships that engage and invite citizens,
groups, and businesses to participate.

The challenges of our diverse responsibilities are many, but they are made more
manageable through an integrated approach that defines common mission goals for
all bureaus and offices. The Department’s integrated strategic plan is key to this
approach. The plan defines four mission categories, which include resource protec-
tion, resource use, recreation, and serving communities. Capabilities in partner-
ships, management, and science are at the foundation of the plan and weave
throughout the four mission goals.

Although the details of the respective missions of Interior’s bureaus and offices
differ, the central focus is the same. A focus on excellent performance requires mis-
sion clarity, good metrics, and management excellence. Management excellence re-
quires a focused approach to maintain and enhance program results, making wise
management choices, routinely examining the effectiveness and efficiency of pro-
grams, finding effective means to coordinate and leverage resources, and the contin-
uous introduction and evaluation of process and technology improvements.

The 2007 budget reflects the Department’s commitment to these management
strategies and management excellence.
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BUDGET OVERVIEW

The 2007 budget request for current appropriations is $10.5 billion. Permanent
funding that becomes available as a result of existing legislation without further ac-
tion by the Congress will provide an additional $5.6 billion, for a total 2007 Interior
budget of $16.1 billion.

The 2007 current appropriations request is a decrease of $392.2 million or 3.6 per-
cent below the 2006 funding level. If emergency hurricane supplemental funding is
not counted, the 2007 request is a decrease of $321.9 million or 2.9 percent below
the 2006 level.

The request for the Bureau of Reclamation and the Central Utah Project, funded
in the Energy and Water Development Appropriations Act, is $923.7 million. This
request includes a net programmatic reduction of $43.1 million, or 4.1 percent, from
the 2006 funding level. It also includes the proposed cancellation of 588.0 million
in prior year balances of appropriations for the Desert Terminal Lakes program.

The 2007 Central Utah Project budget is $40.2 million, an increase of $6.1 million
above the 2006 enacted level. The increase will maintain progress towards timely
completion of the project. This funding level, if maintained in the out years, will
allow the project to be completed by 2021.

2005 HURRICANES

In addition to the funds requested in the budget, on February 16, 2006, the Presi-
dent sent the Congress a supplemental funding request for hurricane recovery. The
supplemental includes $216 million for Interior agencies. Funding will be used to
conduct clean-up and debris removal and repairs and reconstruction of facilities at
park units, refuges, and USGS science facilities. These actions will allow us to open
roads and trails to the public, repair visitor centers and exhibits, and reconstruct
water control structures to host migratory bird populations and other wildlife. The
supplemental also includes funding for MMS to complete restoration of its oper-
ations in New Orleans.

DEPARTMENTAL PROGRAMMATIC HIGHLIGHTS

The 2007 budget maintains and improves performance across the Department’s
strategic goals to achieve healthy lands and water, thriving communities and dy-
namic economies throughout the Nation. Key goals for 2007 include:

—Enhancing America’s energy supplies through responsible energy development

and continued implementation of the Energy Policy Act;

—Building on successful partnerships across the country and expanding opportu-

nities for conservation that leverage Federal investments;

—Continuing to advance trust reform;

—Coordinating existing efforts under a unified program that focuses on high-pri-

ority historic and cultural protection under the Preserve America umbrella;

—Preventing crises and conflicts over water in the West through Water 2025;

—Continuing to reduce risks to communities and the environment from wildland

fires; and

—Providing scientific information to advance knowledge of our surroundings.

Before turning this over to Commissioner John Keyes for a detailed discussion of
our water programs in the Bureau of Reclamation, I want to highlight several as-
pects of the Interior Department budget.

EVERGLADES

I want to commend the subcommittee for its continued support of Everglades res-
toration efforts. The Department is both a steward, with specific mandates from
Congress, and a partner, working with other agencies to restore and protect the
South Florida ecosystem. The Department’s highest priority in this effort is the com-
pletion of the Modified Water Deliveries project. Completion of this project is critical
for the preservation and restoration of the resources at Everglades National Park.
Furthermore, improved flows of water to the park will lay a strong foundation for
future environmental benefits to be realized for the Everglades under the Com-
prehensive Everglades Restoration Plan.

The funding for the Modified Water project provided in 2006 with the strong sup-
port of the subcommittee will complete the 8.5 Square Mile Area component of the
project. Funding requested for 2007 in the budget of the National Park Service and
the Corps of Engineers will begin work on modification of the Tamiami Trail. As
the subcommittee is aware, the recently approved Revised General Reevaluation Re-
port for the Tamiami Trail calls for a 2-mile bridge to the west and 1-mile bridge
to the east. This approach will provide the necessary conveyance of water south
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from the Water Conservation Area 3B into the Northwest Shark River Slough sec-
tion of the Everglades National Park.

WATER 2025—PREVENTING CRISES AND CONFLICTS

The 2007 budget includes an increase of $9.5 million for Water 2025, for a total
funding level of $14.5 million. I am pleased to report that the administration has
submitted legislation for the authorization necessary to accomplish the goals of this
program.

The overarching goal of Water 2025 is to meet the challenge of preventing crises
and conflicts over water in the West. Water 2025 will achieve this by increasing the
certainty and flexibility of water supplies, diversifying water supplies, and pre-
venting crises through added environmental benefits in many watersheds, rivers,
and streams.

Competitive 50/50 Challenge Grant Program.—The Challenge Grant program will
remain an integral part of Water 2025 in 2007. In fiscal year 2004 and again in
fiscal year 2005, the response to the program was overwhelming, with Reclamation
receiving over 100 proposals for Challenge Grants each year. To date, Reclamation
has awarded funding for 68 Challenge Grants in 16 States, including 62 projects by
irrigation and water districts and 6 more by western States. The funded projects
involve innovative approaches to improving water management through water mar-
keting, water conservation, and modernizing water delivery systems. Collectively,
these projects represent almost $60 million in improvements in the West, including
a non-Federal contribution of $44 million and the Federal Government contribution
of $15 million. In other words, for every $1 the Federal Government has invested,
there has been about $2.90 non-Federal investment.

The projects selected for award through the Challenge Grant program in fiscal
year 2004 and fiscal year 2005 include:

—23 projects that, collectively, will convert 74 miles of dirt canals to pipeline;

—44 projects to install water measurement devices, SCADA systems and auto-

mate water delivery systems; and

—11 projects that include water marketing plans.

Based on estimates in the project proposals, the 68 funded projects could save up
to 285,000 acre-feet per year, collectively, once fully implemented. An acre-foot of
water is enough to supply a family of four for up to a year.

The overwhelming response to the Challenge Grant Program underscores the sig-
nificance of Water 2025 to Western water users and proves the success of the Chal-
lenge Grant concept. The response to the Challenge Grant Program also dem-
onstrates a widespread eagerness to improve the way water is managed across the
West and to address local needs.

Examples of some of the funded Challenge Grant projects include:

Arizona.—The Gila Gravity Main Canal Board, in partnership with the City of
Yuma and NAD Bank, will make canal system improvements to conserve water, re-
store canal capacity and improve operation efficiency. Resulting water savings are
estimated at up to 45,000 acre-feet (af) of water per year. The conserved water will
be available for other Colorado River users. The total project cost is $2,207,775 with
a Water 2025 contribution of $284,000.

California.—The Calleguas Municipal Water District in Thousand Oaks will in-
stall automated monitoring devices to 23 water distributors to allow implementation
of new rate structures encouraging more efficient water use, conservation of water,
and better management of local groundwater supplies. This project will reduce de-
mand on the Metropolitan Water District and the Colorado River and will save an
estimated 5,500 acre-feet per year. The total project cost is $3,095,000, with a Water
2025 contribution of $300,000.

Idaho.—The Preston Whitney Reservoir Company will replace 23,333 feet of open
canal with PVC pipe and modify the works structure at Lamont Reservoir. The
project is estimated to save 1,800 acre-feet of water per year. The total project cost
is $877,153, including the Water 2025 contribution of $300,000.

Montana.—The Paradise Valley Irrigation District will replace 9,000 feet of leaky
canal with a pressure pipeline system that will conserve 1,000 acre-feet of water per
year. It will be one of the first pressurized systems in the area and a significant
improvement over the old system. This project will conserve water for the District
by eliminating seepage in the canal and improve operation and control in the main
canal. Efficiency levels will reach nearly 100 percent with the new pipeline system,
compared to the current efficiency rate of 40 to 45 percent. Irrigation seasons will
be extended during drought years by making more use of the water that is avail-
able. The total project cost is $524,215, with a Water 2025 contribution of $262,107.
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New Mexico.—The State of New Mexico will rehabilitate a USGS streamflow gage
on the Pecos River to provide more accurate high streamflow measurements. The
gage will help better measure water under high flow conditions. Accurate measure-
ment of water delivered to Texas under the Pecos River Compact is critical to the
gtate. The total project will cost $146,660 with a Water 2025 contribution of

59,480.

Oregon.—The Central Oregon Irrigation District in Bend Oregon will collaborate
with numerous partners—seven irrigation districts, six cities, three tribes, and the
Deschutes Resource Conservancy—to address long-term basin water needs by estab-
lishing a pilot water bank. This project has a long-term potential savings of up to
326,522 acre-feet a year. The project demonstrates collective partnering of basin in-
terests and addresses many institutional constraints. The total cost of the project
is $588,750, with a Water 2025 contribution of $233,750.

Texas.—The District will purchase and install 225 on-farm delivery site meters for
more precise water measurement and efficient water delivery. The saved water—
3,464 acre-feet per year—will enable continued farming during droughts and in-
crease the length of the irrigation season. On-farm metering will help the District
achieve its goal of 100 percent volumetric pricing of water delivered to its users. The
total cost of the project is $602,500, with a Water 2025 contribution of $300,000.

Utah.—The Sevier River Water Users Association in Utah will expand and en-
hance their real-time monitoring and control system to better manage water deliv-
eries. The project is estimated to save up to 22,500 acre-feet of water.

Water System Optimization Reviews.—The fiscal, legal, and political hurdles to
the development of significant new supplies make it imperative that existing water
supply infrastructure be fully utilized within the framework of existing treaties,
interstate compacts, water rights, and contracts. Reclamation will work with willing
States, irrigation and water districts, and other local entities to assess the potential
for water management improvements in a given basin or district. Potential actions
identified in these reviews may form the basis for future Water 2025 cooperative
grant proposals.

Improved Water Purification Technology.—We can make better use of existing
water supplies that may have limited use due to high salt or mineral contents, or
which may be otherwise unsuitable for consumptive use. Lowering the cost of desali-
nation is one of the key tools to managing scarce water resources because of the
potential it offers to expand usable water supplies. A portion of the funding re-
quested will be used to award competitive, cost-shared research and development
cooperative agreements that focus on inland brackish ground waters, energy effi-
ciencies, and management of concentrates.

A majority of the funding requested for this component will support operations
and research and development conducted at the Tularosa Basin National Desalina-
tion Research Facility, which is proposed to be re-named the Brackish Groundwater
National Desalination Research Facility and scheduled to be operational in 2007.
The budget request includes funds for start-up operations, including hiring an exter-
nal organization to operate the facility under Reclamation direction and starting ini-
tial research and development.

KLAMATH RIVER BASIN

The Klamath River Basin demonstrates our ability to work across the landscape
cooperatively to accomplish our goals. The 2007 budget includes $63.4 million for
Klamath Basin restoration activities. This is an increase of $7.8 million and, with
funds available in 2006, will be used to restore streams and wetlands in the up-
stream and downstream reaches of the Klamath River and its tributaries.

The Reclamation budget request of $32.2 million provides funding for studies and
initiatives related to improving water supplies to meet the competing demands of
agricultural, tribal, wildlife refuge, and environmental needs in the Klamath River
Basin.

—The request includes an increase of $2.4 million for investigations to increase
water storage/conserve water, an increase of 132 percent from 2006, for a total
funding level of $4.2 million.

—The request includes an increase of $982,000, for total funding of $8.7 million
to address ESA requirements including fish screens, passage, and ladders.

—The balance of the funding increase is spread across various components of the
Klamath Project, primarily water quality studies and operations and mainte-
nance.

In 2007, through its Partners for Fish and Wildlife program, FWS will begin a

new $2.0 million Lower Klamath Basin initiative. Funding will be used to provide
fish passage on tributaries; fencing for riparian areas along streams; assessment
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and monitoring of disease, particularly in juvenile fish; and restoration of stream
channels from former mining excavations. The 2007 budget also includes $3.5 mil-
lion to acquire and restore agricultural lands adjacent to Upper Klamath Lake to
provide quality habitat for larval and juvenile suckers and a host of native
waterbirds, improve water quality for the lake and downstream anadromous fish,
and increase water storage in the lake.

ADDRESSING OTHER DEPARTMENTAL CHANGES

For the record, I would like to call the attention of the subcommittee to proposals
requested in the President’s Budget for programs funding in the Interior, Environ-
ment and Related Agencies Appropriations Act. The budget continues to emphasize
our operating programs, including those for the National Park Service, leveraging
of Federal resources through cooperative conservation; continued progress on Indian
Trust reform; and increasing access to renewable and non-renewable energy sources,
while enhancing environmental monitoring and protection. Some details of our en-
ergy proposals follow.

ENERGY DEVELOPMENT

The Department’s energy programs play a critical role in providing access to do-
mestic oil, gas, and other energy resources. To enhance domestic production, the
2007 budget proposes a $43.2 million initiative to implement the Energy Policy Act
of 2005 and continue progress on the President’s National Energy Policy. In total,
the budget includes $467.5 million for the Department’s energy programs.

APD Processing.—In 2003, the Department released an Energy Policy and Con-
servation Act mandated report identifying five basins in Montana, Wyoming, Utah,
Colorado, and New Mexico as containing the largest onshore reserves of natural gas
in the country and the second largest resource base after the Outer Continental
Shelf. These onshore basins contain an estimated 139 trillion cubic feet of natural
gas, enough to heat 55 million homes for almost 30 years. These resources offer the
best opportunity to augment domestic energy supplies in the short-term.

Before any leasing for oil and gas production can occur on the public lands in
these areas, BLM must have a land-use plan in place. Beginning in 2001, with the
support of Congress, BLM initiated the largest effort in its history to revise or
amend all of 162 resource management plans. Within areas designated in plans as
appropriate for mineral development, BLM has made a concerted effort to help bring
additional oil and gas supplies to market. In 2002, 2.1 Tcf were produced from Fed-
eral, non-Indian lands. In 2003 and 2004, 2.2 Tcf and 3.1 Tcf, respectively, were pro-
duced from these lands.

The BLM is experiencing a steady increase in the demand for drilling permits.
In 2000, BLM received 3,977 applications for permits to drill. In 2005, BLM received
8,351 APDs. The bureau estimates that the number it will receive in 2006 will ex-
ceed 9,000, more than double the number processed 5 years ago. To address this
demand, BLM has taken steps to ensure that drilling permit applications are proc-
essed promptly, while at the same time ensuring that environmental protections are
fully addressed. These measures, along with increased funding, have allowed BLM
to make significant progress in acting on permit applications. In 2005, BLM proc-
essed 7,736 applications, nearly 4,000 more than it was able to process in 2000.

Section 365 of the Energy Policy Act established a pilot program at seven BLM
field offices that currently handle 70 percent of the drilling permit application work-
load. The pilot program is testing new management strategies designed to further
improve the efficiency of processing permit applications. The Energy Policy Act pro-
vides enhanced funding for the pilot offices from oil and gas rental receipts. With
more efficient processes and authorities and funding provided through Section 365,
BLM currently anticipates processing 10,160 permits in 2006.

The efforts of BLM have achieved significant results. Almost 4,700 new onshore
wells were started in 2005. This level of activity is 56 percent higher than in 2002.

For 2007, the budget proposes an increase of $9.2 million to focus on the oil and
gas workload in BLM’s non-pilot offices, which are also experiencing a sharp and
sustained demand for APDs. This increase will provide $4.3 million for drilling per-
mit processing and $2.8 million for inspection and enforcement activities. It will also

rovide $2.1 million for energy monitoring activities. The budget also includes
5471,000 for FWS to increase consultation work with the non-pilot offices.

The budget assumes continuation through 2007 of the enhanced funding for pilot
offices from oil and gas receipts to facilitate a smooth transition to funding from
drilling permit processing fees, effective September 30, 2007. Legislation to be pro-
posed by the administration will allow a rulemaking to phase in full-cost recovery
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for APDs, beginning with a fee amount that will generate an estimated $20 million
in 2008, fully replacing the amount provided by the Energy Policy Act.

Alaska North Slope.—The most promising area for significant long-term oil discov-
eries and dramatic gains in domestic production in the United States is the Alaska
North Slope. The U.S. Geological Survey estimates a 95 percent probability that at
least 5.7 billion barrels of technically recoverable undiscovered oil are in the ANWR
coastal plain and 5 percent probability of at least 16 billion barrels. They estimate
the mean or expected value is 10.36 billion barrels of technically recoverable undis-
covered oil. At §55 a barrel, more than 90 percent of the assessed technically recov-
erable resource estimate is thought to be economically viable. At peak production,
ANWR could produce about 1 billion barrels of oil a day, about 20 percent of our
domestic daily production and more oil than any other State, including Texas and
Louisiana.

The 2007 budget assumes the Congress will enact legislation in 2006 to open
ANWR to energy exploration and development with a first lease sale held in 2008
and a second in 2010. The budget estimates that these two lease sales will generate
a fombined $8.0 billion bonus revenues, including $7.0 billion from the 2008 lease
sale.

The 2007 budget includes an increase of $12.4 million for BLM energy manage-
ment activities on the Alaska North Slope. The additional funds will support the
required environmental analyses and other preparatory work in advance of a first
ANWR lease sale in 2008. The requested increase will also support BLM’s leasing,
inspection, and monitoring program in the National Petroleum Reserve-Alaska and
BLM’s participation in the North Slope Science Initiative authorized by the Energy
Policy Act. In addition, a significant share of the $12.4 million increase will be used
by BLM to respond to the environmental threat posed by abandoned legacy wells
and related infrastructure on the North Slope.

Outer Continental Shelf Development.—Deepwater areas of the Gulf of Mexico cur-
rently account for 17 percent of domestic oil and 6 percent of domestic gas produc-
tion. However, over the next decade, oil production in the Gulf is expected to in-
crease by 43 percent and natural gas by 13 percent. The increase will come from
deepwater and greater depths below the ocean floor. The 2007 budget includes an
increase of $2.1 million for OCS development, to allow MMS to keep pace with the
surge in exploration and development in the deepwater areas of the Gulf and $1.5
million for OCS environmental impact statements on future lease sales.

New Innovations in Energy Development.—The 2007 budget includes an increase
of $6.5 million for MMS’s new responsibilities under the Energy Policy Act for off-
shore renewable energy development. MMS will establish a comprehensive program
for regulatory oversight of new and innovative renewable energy projects on the
OCS, including four alternative energy projects for which permit applications were
previously under review by the U.S. Army Corps of Engineers.

Oil shale resources represent an abundant energy source that could contribute
significantly to the Nation’s domestic energy supply. Oil shale underlying a total
area of 16,000 square miles in Colorado, Utah, and Wyoming represents the largest
known concentration of oil shale in the world. This area may contain in place the
equivalent of 1.2 to 2 trillion barrels of oil. The budget proposes a $3.3 million in-
crease, for a total program of $4.3 million, to enable BLM to accelerate implementa-
tion of an oil shale development program leading to a commercial leasing program
by the end of 2008, in compliance with section 369 of the Energy Policy Act. This
request is accompanied by $500,000 budgeted for USGS to determine the size, qual-
ity, and quantity of oil shale deposits in the United States.

Gas hydrates, found in some of the world’s most remote regions such as the Arctic
and deepwater oceans, could dramatically alter the global balance of world energy
supply. The estimated volume of natural gas occurring in hydrate form is immense,
possibly exceeding the combined value of all other fossil fuels.

The 2007 budget includes a $1.9 million package of increases for gas hydrate re-
search and development by MMS, BLM, and USGS. This will fund a coordinated
effort in the Gulf of Mexico and the North Slope of Alaska to accelerate research,
resource modeling, assessment, and characterization of hydrates as a commercially
viable source of energy.

CONCLUSION

The budget plays a key role in advancing our vision of healthy lands, thriving
communities, and dynamic economies. Behind these numbers lie people, places, and
partnerships. Our goals become reality through the energy and creativity efforts of
our employees, volunteers, and partners. They provide the foundation for achieving
the goals highlighted in our 2007 budget. This concludes my overview of the 2007
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budget proposal for the Department of the Interior and my written statement. I will
be happy to answer any questions that you may have.

Senator DOMENICI. We thank you. Who was it you wanted me to
call on next?

Mr. LiIMBAUGH. Commissioner Keys.

Senator DOMENICI. Mr. Commissioner, you have the floor.

SUMMARY STATEMENT OF JOHN W. KEYS III

Mr. KeEys. Thank you, Mr. Chairman and members of the com-
mittee. It is my absolute pleasure to be here with you today to talk
about our budget request for fiscal year 2007. As he said, with me
is Bob Wolf, our Director of Program and Budget, who helps me
keep up with the numbers.

Let me say, before I go ahead, that it is a pleasure to work with
you and your committee staff. They have been good friends over the
years and your staff people have been just outstanding to work
with, and we do appreciate that very much.

I have submitted a full statement and I would appreciate it being
made part of the record.

Senator DOMENICI. It will be.

Mr. Keys. Mr. Chairman, before I get into

Senator DOMENICI. Does that mean our staff has not given you
enough static?

Mr. Keyvs. No, sir, Mr. Chairman, that is not what it means. It
means that we work together very well.

Senator DOMENICI. I see, okay. Static notwithstanding?

Mr. Kevs. That is correct.

Senator DOMENICI. Okay.

NATIONAL ACADEMY OF SCIENCES STUDY

Mr. KEys. Mr. Chairman, before I get into the 2007 budget re-
quest, let me expand on some of the material that Mark talked
about with the National Academy of Sciences study. In 2005, the
Academy conducted a study to help Reclamation determine the ap-
propriate organizational, management, and resource configurations
needed to meet its construction and infrastructure management re-
sponsibilities associated with fulfilling our mission. This is the re-
port that they produced from that effort.

We have produced an action plan to address the recommenda-
tions of this report, and we are pleased to share it with Congress
and our stakeholders. We have provided you with copies so that
you can see what we are trying to do. As we formulate actions to
respond to the recommendations of the Academy, we will keep you
informed to solicit your input and input from our customers and
stakeholders. We have teams working on all of these issues. They
will receive all of the time and attention that they need from my
office on down. We appreciate the critical thinking that the Acad-
emies have given us and the information in the report. We fully in-
tend to use it to improve Reclamation and the way we do business
in the 21st century.
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FISCAL YEAR 2007 BUDGET REQUEST FOR THE BUREAU OF
RECLAMATION

Mr. Chairman, the overall 2007 budget request for Reclamation
is $971.6 million in current authority. The numbers that you used
in your opening remarks are correct. Our 2007 budget request con-
tinues the President’s commitment to a more citizen-centered gov-
ernment and supports Reclamation’s mission of delivering water
and generating power. Some highlights from that proposal:

HIGHLIGHTS OF THE FISCAL YEAR 2007 BUDGET REQUEST

The Water 2025 program asks for $14.5 million, and I have pro-
vided an update on the Water 2025 program. Mark provided some
statistics from the program. We think it is an excellent program
that has a lot of potential to help us address problems in the near
and mid-term future.

We have submitted a bill to Congress for permanent authoriza-
tion of that program. This past year, we worked with our cus-
tomers and stakeholders to put that bill together, and it has been
submitted to Congress.

On the Klamath project, we are asking for $24.8 million. The
2007 funding request would continue the on-the-ground initiatives
to meet multiple obligations, including providing water for irriga-
tion and wildlife refuges, avoiding jeopardy to endangered and
threatened species, and meeting tribal trust obligations.

Mr. Chairman, I might add that there was a court ruling on the
Klamath project that directed Reclamation to attain the phase 3
flows on the Klamath River. I am happy to tell you that we have
enough water in the Klamath Basin to meet those phase 3 flows
in the river and to deliver irrigation water this year. We would
have a problem if we get into a back-to-back bad water year situa-
tion. The court ruling was made, and we think we can meet the
obligations on the Klamath River.

Senator DOMENICI. So that is good news for the Senators in-
volved there.

Mr. KEys. Yes, sir, it is.

I would add that the good water year helps because in some
places, we have in excess of 200 percent of normal precipitation in
the area.

On the Middle Rio Grande, we are asking for $23.7 million. That
request would continue funding in support of the endangered spe-
cies collaborative program and for acquiring supplemental water,
doing the channel maintenance, and pursuing government-to-gov-
ernment consultations with Pueblos and tribes in the basin. The
funding would also continue efforts to support the protection of and
contribute to the recovery of the Rio Grande silvery minnow and
the Southwest willow flycatcher.

On the Animas-La Plata Project, we are asking for $57.4 million.
The 2007 request would continue funding construction of the
project’s major features, Ridges Basin Dam and the Durango pump-
ing plant. It would also allow us to begin construction of the Ridges
Basin Inlet Conduit and keep the project on schedule.

On site security, we are requesting $39.6 million. The 2007 re-
quest would ensure the safety and security of the public, Reclama-
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tion’s employees, and the key facilities on Reclamation projects.
The fiscal year 2007 request assumes annual costs associated with
guard and patrol activities would be treated as project costs subject
to reimbursability. Costs of program management, studies, and
hardening of facilities would remain non-reimburseable.

For the Safety of Dams program, we are asking for $69 million.
The 2007 request would provide for risk management activities
throughout Reclamation’s inventory of 361 dams and dikes. The re-
quest would also provide pre-construction and construction activi-
ties for up to 21 dams identified through the program.

Our Rural Water program asks for $68.7 million. This request
would support completion of ongoing rural projects and includes
funding for municipal, rural and industrial systems for the Garri-
son Diversion Unit, the Mni Wiconi Project, Fort Peck-Dry Prairie
Project, and the Lewis and Clark Project.

For the CALFED-Bay Delta program, we are asking for $38.6
million. Funds are requested to continue implementation of priority
activities included in the CALFED-Bay Delta Authorization Act.
Specifically, funds would be used for the environmental water ac-
count, storage feasibility studies, conveyance feasibility studies,
science, implementation of projects to improve Delta water quality,
ecosystem restoration, and planning and management activities.

PREPARED STATEMENT

Mr. Chairman, the 2007 budget request demonstrates Reclama-
tion’s commitment to meeting the water and power needs of the
West in a fiscally responsible manner. Reclamation is committed to
working with its customers, States, tribes, and other stakeholders
to find ways to balance and provide for the mix of water resource
needs in 2007 and beyond.

Thank you again for the continued support from the committee,
and we would be happy to answer what questions you might have.

[The statement follows:]

PREPARED STATEMENT OF JOHN W. KEYS III

Thank you, Mr. Chairman, and members of the subcommittee for the opportunity
to appear in support of the President’s fiscal year 2007 budget request for the Bu-
reau of Reclamation. With me today is Bob Wolf, Director of Program and Budget.

Our fiscal year 2007 request has been designed to support Reclamation’s efforts
to deliver water and generate hydropower, consistent with applicable State and Fed-
eral law, in an environmentally responsible and cost-efficient manner.

The funding proposed is for key projects that are important to the Department
and in line with administration objectives. The budget request also supports Rec-
lamation’s participation in efforts to meet emerging water supply needs, to address
water shortage issues in the West, to promote water conservation and improved
water management, and to take actions to mitigate adverse environmental impacts
of projects.

The fiscal year 2007 request for Reclamation totals $971.6 million in gross budget
authority and is partially offset by discretionary receipts in the Central Valley
Project Restoration Fund ($33.8 million) and rescission of unobligated balances for
At Risk Desert Terminal Lakes ($88 million). The total program, after offsets to cur-
rent authority and the inclusion of permanent authority is $849.8 million.

WATER AND RELATED RESOURCES

The fiscal year 2007 request for Water and Related Resources is $883.4 million.
More specifically, the request for Water and Related Resources includes a total of
$456.5 million for water and energy, land, and fish and wildlife resource manage-
ment activities (which provides for construction, management of Reclamation lands,
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and actions to address the impacts of Reclamation projects on fish and wildlife), and
$376.9 million for facility operations, maintenance, and rehabilitation activities.

Providing adequate funding for facility operations, maintenance, and rehabilita-
tion continues to be one of Reclamation’s highest priorities. Reclamation continues
to work closely with water users and other stakeholders to ensure that available
funds are used effectively. These funds are used to allow the timely and effective
delivery of project benefits; ensure the reliability and operational readiness of Rec-
lamation’s dams, reservoirs, power plants, and distribution systems; and identify,
plan, and implement dam safety corrective actions and site security improvements.

Highlights of the fiscal year 2007 request for water and related resources include:

Water 2025 ($14.5 million).—Water 2025 is a high priority for the Secretary of the
Interior and will focus Reclamation’s financial and technical resources on areas in
the West where conflict over water either currently exists or is likely to occur in
the coming years.

The overarching goal of Water 2025 is to meet the challenge of preventing crises
and conflict over water in the West. Water 2025 will attain this goal by increasing
certainty and flexibility in water supplies, diversifying water supplies, and reducing
conflict through the use of market-based approaches and enhancing environmental
})eneﬁts in many watershed, rivers and streams consistent with State and Federal
aws.

With $14.5 million, Water 2025 will continue to be a multifaceted program with
projects that embody the overarching goal of preventing crises and conflict over
water in the West. Leveraging limited Federal dollars through the Challenge Grant
Program will continue to be a major component of Water 2025. The Challenge Grant
Program will focus on projects that improve water management through conserva-
tion, efficiency, and water markets, as well as collaborative solutions to meet the
needs of the future. Beginning in fiscal year 2007, a system optimization review
component has been added to ensure existing water management systems are oper-
ated to maximize water deliveries. Modernization of existing systems will occur
within the framework of existing treaties, interstate compacts, water rights, and
contracts. Water 2025 will also continue to fund research for water purification, in-
cluding research on desalination.

The Department transmitted the administration’s proposed permanent author-
izing language to Congress on March 7, 2006.

b Idwould like to share with the committee several highlights of the Reclamation
udget:

Klamath Project in Oregon and California ($24.8 million)—The fiscal year 2007
request will continue and increase funding for studies and initiatives related to im-
proving water supplies to meet the competing demands of agricultural, tribal, wild-
life refuge, and environmental needs in the Klamath River basin. Key areas of focus
include increasing surface and groundwater supplies, continuing a water bank, mak-
ing improvements in fish passage and habitat, taking actions to improve water qual-
ity, and continuing coordination of Reclamation’s conservation implementation pro-
gram.

Lower Colorado River Operations Program ($17.0 million).—The fiscal year 2007
request will provide funds for the work necessary to carry out the Secretary’s re-
sponsibilities as water master of the lower Colorado River. The fiscal year 2007 re-
quest funds measures under the multi-species conservation program to provide long
term Endangered Species Act compliance for lower Colorado River operations for
both Federal and non-Federal purposes.

Middle Rio Grande ($23.7 million).—The fiscal year 2007 request will continue to
address endangered species issues and support of the Endangered Species Collabo-
rative Program. In addition, the request will continue funding for acquiring supple-
mental water, channel maintenance, and pursuing government-to-government con-
sultations with Pueblos and Tribes. Finally, the funding will continue efforts that
support the protection and contribute to the recovery of the Rio Grande silvery min-
now and southwestern willow flycatcher.

Animas-La Plata in Colorado and New Mexico ($57.4 million).—The fiscal year
2007 request includes $57.4 million to continue construction of the project’s major
features, Ridges Basin Dam and Durango Pumping Plant. While work on these two
features began in fiscal year 2003, maintaining funding at the level we have identi-
fied is necessary to complete construction of these features in a timely fashion. This
level of funding will also permit the start of construction on the Ridges Basin Inlet
Conduit, which is necessary to avoid substantial Project delays. Funding will be pri-
marily directed to these three features while other key features are held for future
implementation.

Columbia/Snake River Salmon Recovery in Idaho, Oregon, Montana, and Wash-
ington ($17.3 million).—The fiscal year 2007 request will address the requirements
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in the biological opinions issued in December 2000 by the Fish & Wildlife Service
and in November 2004 by the National Marine Fisheries Service. The 2004 biologi-
cal opinion has been remanded to NOAA Fisheries and a new biological opinion is
due in October 2006. During the remand, the 2004 biological opinion remains in
place as Reclamation continues to implement actions identified in the 2004 updated
proposed action. These requirements include significantly increased regional coordi-
nation efforts; actions to modify the daily, weekly, and seasonal operation of Rec-
lamation dams; acquisition of water for flow augmentation; tributary habitat activi-
ties in selected subbasins to offset hydrosystem impacts; and significantly increased
research, monitoring, and evaluation.

Site Security ($39.6 million).—An appropriation in the amount of $39.6 million is
requested for site security to ensure the safety and security of the public, Reclama-
tion’s employees and key facilities. This funding includes $15.4 million for physical
security upgrades and $24.2 million to continue all aspects of Reclamation-wide se-
curity efforts, including law enforcement, risk and threat analysis, implementing se-
curity measures, undertaking security-related studies, and maintaining guards and
patrols on the ground.

The fiscal year 2007 budget request assumes annual costs associated with guard
and patrol activities will be treated as project O&M costs subject to reimbursability
based on project cost allocations. These costs in fiscal year 2007 are estimated at
$20.9 million of which $18.9 million will be reimbursed; the actual amount may dif-
fer from this estimate based on actual operations costs. Of the funding to be reim-
bursed, $11.6 million will be in direct up-front funding from power customers, while
$7.3 million in appropriated funds will be reimbursed by irrigation users, M&I
water users, and other customers in the year in which they were incurred through
Reclamation’s O&M allocation process. Reclamation will continue to treat facility
fortification, studies, and anti-terrorism management-related expenditures as non-
reimbursable.

Safety of Dams ($69.0 million).—Assuring the safety and reliability of Reclama-
tion dams is one of the Bureau’s highest priorities. The Dam Safety Program is crit-
ical to effectively manage risks to the downstream public, property, project, and nat-
ural resources. The fiscal year 2007 request will provide for risk management activi-
ties throughout Reclamation’s inventory of 361 dams and dikes, which would likely
cause loss of life if they were to fail. The request includes preconstruction activities
for modifications planned for the future. In fiscal year 2007, there will be two large-
scale ongoing corrective action projects plus four new awards.

Rural Water ($68.7 million).—This request supports the completion of ongoing
rural water projects. This includes funding for Municipal, Rural, and Industrial
(MR&I) systems for the Pick Sloan-Missouri Basin Program—Garrison Diversion
Unit (North Dakota), the Mni Wiconi Project (South Dakota), the Fort Peck Reserva-
tion/Dry Prairie Project (Montana), and the Lewis and Clark Project (South Dakota,
TIowa, and Minnesota). The “Rural Water Act of 2005” (S. 895) was passed by the
Senate in November 2005, and should address many of the problems identified by
the Program Assessment Rating Tool (PART) evaluation of this program. The legis-
lation directs the Secretary of the Interior to carry out a rural water supply program
in reclamation States to: (1) investigate and identify opportunities to ensure safe
and adequate rural water supply projects for municipal and industrial use in small
communities and rural areas; and (2) plan the design and construction, through the
conduct of appraisal investigations and feasibility studies, of such projects. This
measure will bring more uniformity, direction, and prioritization for rural water
projects. The legislation is awaiting action by the House.

Science and Technology (S&T) ($8.5 million).—The fiscal year 2007 request in-
cludes funding for the development of new solutions and technologies which respond
to Reclamation’s mission-related needs. We feel our S&T work is important and will
contribute to the innovative management, development, and protection of water and
related resources. Of the amount requested, about $1 million is planned for internal
desalination Research & Development (R&D) conducted by Reclamation. Addition-
ally, water purification funds requested through the Water 2025 program will be
managed by the S&T program.

POLICY AND ADMINISTRATION

The $58.1 million request is an increase of approximately $800,000 from the fiscal
year 2006 enacted level of $57.3 million. The additional funding in the fiscal year
2007 request includes funding for labor cost increases due to cost of living raises
and inflationary costs for non-pay activities. Funding requested will be used to: (1)
develop, evaluate, and direct implementation of Reclamation-wide policy, rules, and
regulations, including actions under the Government Performance and Results Act,
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and implement the President’s Management Agenda; and (2) manage and perform
functions that are not properly chargeable to specific projects or program activities
covered by separate funding authority.

CENTRAL VALLEY PROJECT RESTORATION FUND

This fund was established by the Central Valley Project Improvement Act, Title
XXXIV of Public Law 102-575, October 30, 1992. The request of $41.5 million is ex-
pected to be offset by discretionary receipts totaling $33.8 million, which is the max-
imum amount that can be collected from project beneficiaries under provisions of
Section 3407(d) of the Act. The discretionary receipts are adjusted on an annual
basis to maintain payments totaling $30.0 million (October 1992 price levels) on a
3-year rolling average basis. The net amount requested for fiscal year 2007, after
the offset, is the same as fiscal year 2006. These funds will be used for habitat res-
toration, improvement and acquisition, and other fish and wildlife restoration activi-
ties in the Central Valley Project area of California.

CALIFORNIA BAY-DELTA (CALFED)

Title I of Public Law 108-361, titled the Calfed Bay-Delta Authorization Act, was
signed by the President on October 25, 2004. The Act authorized $389 million in
Federal appropriations over the period of fiscal year 2005 through fiscal year 2010.
For fiscal year 2007, $38.6 million is requested to enable Reclamation to advance
its commitments under the CALFED Record of Decision and with a focus towards
implementation of priority activities included in the Calfed Bay-Delta Authorization
Act that will contribute to resolving water resource conflicts in the CALFED solu-
tion area. Funds will specifically be used for the environmental water account, feasi-
bility studies of projects to increase surface storage and improve water conveyance
in the Delta, conduct critical science activities, implementation of projects to im-
prove Delta water quality, ecosystem enhancements, and program planning and
management activities.

PRESIDENT’S MANAGEMENT AGENDA

Reclamation continues to make progress in all areas of the President’s Manage-
ment Agenda. Efforts toward advancing management excellence in the fiscal year
2007 budget include: (1) improvements in performance based budgeting, (2) program
evaluations utilizing the Program Assessment Rating Tool (PART), and (3) manage-
ment studies to improve organizational, management, and resource configurations.

Performance Based Budgeting.—Reclamation’s budget is supported by a perform-
ance-oriented framework that aligns to its mission and key outcome goals to: (1) De-
liver Water Consistent with Applicable State and Federal Law, in an Environ-
mentally Responsible and Cost-Efficient Manner, and (2) Deliver Power Consistent
with Applicable State and Federal Law, in an Environmentally Responsible and
Cost-Efficient Manner. Reclamation’s work in Resource Protection and Recreation
are also reflected in its outcome goals. The framework includes both long-term and
annual performance goals that link to the Department of the Interior (DOI) Stra-
tegic Plan.

As part of Reclamation’s budget process, funding requests for all projects and bu-
reauwide programs are linked to the DOI Strategic Plan, further demonstrating
their budget and performance ties. Activity Based Cost Management (ABCM) output
data is also refined and analyzed to support Reclamation’s efforts to produce cost
information that, along with performance data, is used to enhance budget decision-
making. ABCM data analysis will play an even greater role in formulating the fiscal
year 2008 budget.

Program Assessment Rating Tool (PART).—Reclamation’s performance budget also
includes performance goals used in the assessment of program performance. For the
fiscal year 2007 budget, Reclamation’s Safety of Dams, Site Security and Water
Management/Supply—Operations and Maintenance programs were evaluated using
the PART process. The safety of dams program was rated effective. For this pro-
gram, the administration has identified the need to establish performance data and
track performance. The program has a strong track record, and refined performance
measures will help us better track how well we are addressing dam safety issues.
The site security program was rated moderately effective, with improvements need-
ed in budget and performance integration. The program has been dramatically re-
designed since 9/11/2001, and is making progress towards meeting our short-term
and long-term goals of improving security at Reclamation facilities. The PART also
rated the water management/supply operations and maintenance as adequate. Im-
provement plans for this program include developing a comprehensive strategy to
operate and maintain Reclamation facilities.
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Management Studies.—The National Academies of Science, National Research
Council has completed its study to assist Reclamation in determining the appro-
priate organizational, management, and resource configurations to meet its con-
struction and related infrastructure management responsibilities associated with
fulfilling Reclamation’s core mission of delivering water and power for the 21st cen-
tury. An action plan that addresses the findings and recommendations in the study
has been approved by the Secretary of the Interior. The action plan has been pub-
lished on Reclamation’s website and provided to the committee.

BUDGET AND PERFORMANCE INTEGRATION

In line with the Department’s initiative, Reclamation continues to advance its ef-
forts for improving budget and performance integration. To do so, Reclamation’s sen-
ior leadership participates in quarterly reviews to focus on projections of whether
or not our published annual performance targets will be met by the end of the fiscal
year. When it is determined that accomplishment of a performance target may be
in question, Reclamation identifies corrective actions to be taken.

Both Reclamation’s budget and performance documents incorporate references to
its outcome-oriented goals and measures as identified in the PART and the informa-
tion that is used in the quarterly reviews with senior leadership. Reclamation com-
pletion of baseline data for several new measures will enable it, over time, to de-
velop and analyze historical trends that may be used to better support its budget
requests and the goals included in its operating plan.

FISCAL YEAR 2007 PLANNED ACTIVITIES

Reclamation’s fiscal year 2007 priority goals are directly related to continually ful-
filling our progress in water and power contracts while balancing a range of com-
peting water demands. Reclamation will continue to deliver water consistent with
applicable State and Federal law, in an environmentally responsible and cost-effi-
cient manner. Reclamation will strive to deliver 28.4 million acre-feet of water to
meet contractual obligations while addressing other resource needs (for example,
recreation, fish and wildlife habitat, environmental enhancement, and Native Amer-
ican trust responsibilities). Reclamation will work to maintain our dams and associ-
ated facilities in fair to good condition to ensure the reliable delivery of water. Rec-
lamation will strive to meet or beat the industry forced outage average to ensure
reliable delivery of power. Reclamation will reduce salinity by preventing an addi-
tional 21,000 tons of salt from entering the water ways.

Moreover, the fiscal year 2007 budget request demonstrates Reclamation’s com-
mitment in meeting the water and power needs of the West in a fiscally responsible
manner. This budget continues Reclamation’s emphasis on delivering and managing
those valuable public resources. Reclamation is committed to working with its cus-
tomers, States, Tribes, and other stakeholders to find ways to balance and provide
for the mix of water resource needs in 2007 and beyond.

CONCLUSION

Mr. Chairman, please allow me to express my sincere appreciation for the contin-
ued support that this committee has provided Reclamation. This completes my
statement. I would be happy to answer any questions that you may have at this
time.

Senator DOMENICI. Thank you very much.

I note that Senator Inouye arrived. Every other Senator had an
opportunity to make a comment, Senator. If you would like to make
one, you are welcome.

Senator INOUYE. Mr. Chairman, I thank you very much. I came
by to thank the Commissioner for his service to our country and
to our people. Thank you very much.

Mr. Keys. Thank you.

Senator INOUYE. I wish the very best, sir.

Senator DOMENICI. Thank you very much, Senator Inouye.

?Is any Senator on an urgent time frame, any more urgent than
17

Okay, I will ask a few questions and then—did you want further

testimony or are we finished with the executive branch?
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All right. Commissioner and Secretary, obviously you must know
that I am very concerned about the drought in the West, in par-
ticular in New Mexico and the Southwest. The information that I
have seen shows that the current snow pack is less than anything
ever seen by current measurement system that was installed in
1980 in the Sangre de Cristo Mountains. It is possible that there
will be no runoff from the Sangre de Cristo, which feeds the Santa
Fe, the Pecos, the Canadian Rivers.

The most recent information that I have seen shows Pecos runoff
estimated at 4 percent, Rio Grande 26, Zuni will get 1 percent of
the normal runoff of Blue Water Lake. These are absolutely grim
statistics. It is not like I am putting these to you expecting that
you have solutions or that you are the cause. Neither. It is just a
terrible statement of reality.

What is your assessment of the drought situation in the West
and where do you anticipate the greatest impacts this year? Is
there any assistance that the Bureau might offer to mitigate these
impacts? What would drought contingency planning entail, and
what triggers Reclamation to pay for water hauling versus drilling
emergency wells? I put that all in one package, but I think that
you understand what I am talking about. Could you start, please,
and answer them?

Mr. KEys. Mr. Chairman, the weather situation in the West is
reversed from what it was last year. Last year, we had a wet
Southwest and a dry northern tier. This year, we have a good wet
northern tier and the conditions in the Southwest, the southern
plains and the southern Rockies, are extremely poor.

Your characterization of the Middle Rio Grande and the Pecos is
what the forecasts are showing. Certainly, we are trying to see how
much water we have in storage. In the Rio Grande Basin, we are
about 30 percent full in the storage space, and we are trying to see
how long that water will last.

We are also purchasing water to be sure that we have enough
for the silvery minnow in the Middle Rio Grande, and we have the
water for the prior and paramount rights for the Pueblos set aside.

So with that said, what can we do to help? Title I of Public Law
102-250 expired last year. The Title I program allowed us, with
proper appropriations, to do some temporary work on the ground.
The only permanent facilities that could be done was the construc-
tion of wells, but it helped folks get through. A good example would
be hauling water to some of the reservations.

Title I ran out, and we would certainly welcome the opportunity
to work with you and your committee to get that renewed.

The Title II program gives us the ability to plan with the States
and other entities to deal with the drought and to put plans to-
gether to find other water. We would certainly look forward to
working with you on reauthorization of the Title I, and then, if we
get the requests from States, to help them put drought contingency
plans together.

Senator DOMENICI. We are working with you now on trying to
put that in the supplemental appropriation.

Mr. KEYS. Great. Thank you very much.

Senator DOMENICI. Do you know anything about that, Mr. Sec-
retary?
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Mr. LIMBAUGH. Mr. Chairman, no. I do know a little bit about
the drought and, being a former watermaster and manager of a
river in Idaho, it always pays to get ahead of these things before
they happen. The work that we have done with the Middle Rio
Grande Conservancy District to enhance their ability to manage
water more effectively and efficiently will help them in managing
this horrible drought that they are about to experience. So we do
believe, Senator, that having both proactive and reactive parts of
this are extremely important.

Senator DOMENICI. Well, I have two more and I will be as quick
as I can.

Last week, I was made aware of a serious water situation in the
Ruidoso and Ruidoso Downs, New Mexico, area. The city council re-
cently voted to initiate phase 4 water restrictions, the most severe
they have ever had. The Downs has been under water rationing
since 2002. Its Reclamation is aware of the water situation. We are
wondering if there is any immediate help that Reclamation can
offer these two communities? Do you know about them and is there
any?

Mr. KEys. Mr. Chairman, we were made aware of this situation
about the same time you were last week. We do not have any
projects in the area now, but our folks are working with your staff
and the local folks to see if there is some help that we could make
available to them.

Senator DOMENICI. It is my understanding that some of the pro-
visions of the Reclamation State Emergency Relief Act have ex-
pired, and you indicated that. Assuming that we address this legis-
lative issue, do you have any idea how much funding you would an-
ticipate that Reclamation could utilize based on known and antici-
pated drought problems? We need that soon and I assume we are
working on it together. Is that a fair assessment?

Mr. KEys. Mr. Chairman, it is. Title I is the one that we need
to be reauthorized. Should it be reauthorized, we could use around
$4 million to help address problems out there. In our proposal—
Title II is still authorized, and we have about $476,000 in our pro-
posal for Title II, planning for the future drought.

Senator DOMENICI. I am going to hold on a question on advanced
water treatment technologies, desalinization, and just see how we
are doing in your opinion. You have got an initiative. We just won-
der whether it is of the kind and stature and structure that we
should count on for the future.

With that, I yield now to—Senator, are you ready on your side?

Senator ALLARD. My side is ready. I have no questions.

Senator DOMENICI. Senator Craig, then Senator Allard.

Senator CRAIG. Thank you very much, Mr. Chairman. Mr. Chair-
man, when Commissioner Keys was nominated I asked him that on
his watch a Klamath Basin situation should never occur again and
he assured me that to the best of his ability that would not happen,
and it has not happened. But most importantly, I think 2025 has
come out of some of those realities as to how we manage an over-
allocated resource in light of the demands being put on it, whether
it is for endangered species or just simply expanded use, and how
we get there.
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I guess, Commissioner, my question of you and the Secretary
both would be: When we look at a report of this character and the
idea of officially authorizing an approach like this, how do you see
it laying out over a period of a decade and the kinds of resources
that would be required of the budget, if you will, to accomplish
what is outlined in this kind of effort?

Have you looked at it from a decade overview as to where it
takes us and what we gain from it and how much it will cost?

Mr. LIMBAUGH. Mr. Chairman and Senator Craig, we have been
amazed at the interest in the challenge grant program, with each
year bringing over $100 million in projects requesting Federal
matching funds. We cannot begin to get to all of them. So the needs
are out there.

The other thing we see that is progressive about this Water 2025
approach, is that it targets areas of the West where we can predict
conflict and crises. We can predict problems, and try to get ahead
of them before they become the next Klamath Basin, where we
would have a problem with converging demands causing a huge
disruption in water supplies to someone.

A decade of Water 2025 at any level of funding would be ex-
tremely helpful in these areas. We cannot say how much, once we
get to the point of having the program up and running, how much
more, how many more projects would be flushed out, how many so-
lutions would be found that would need the seed money that 2025
and the challenge grant program provides. But we believe that get-
ting ahead of these problems will produce even more solutions in
other areas of the West that currently may not realize that they
have problems.

Having that program in place, having a proactive look, managing
for the future and providing the seed money, especially in tight
budget times where we have limited funding, we believe is a very
dynamic way to deal with the problems that maybe we cannot even
predict at this point. But we can predict some problems now that
we can effectively deal with.

Mr. KEys. Mr. Craig, I think there are two things to add to what
Mark said. One is that the Water 2025 program gives us the ability
to work with water user groups to provide water through conserva-
tion to the new needs created by exploding populations, new indus-
try, new endangered species needs, and at the same time, protect
the basic water right of the irrigation folks who have the water
right to start with.

The Water 2025 program gives them the mechanism to make
that water available. It also lets us work with conservation and
gives us time to see where there may have to be another infrastruc-
ture built. In other words, whether it is a dam, reservoir, desalina-
tion plant, or a recycling facility, there is a need for more infra-
structure. Water 2025 gives us the time to take care of the imme-
diate needs and plan for those future requirements.

Senator CRAIG. Well, I think the challenge grant and the ap-
proach you are using is an exciting one and it fits in a way that
I think some of us who look at the traditional funding approaches
of the Bureau of Reclamation may not have understood, and that
we are dealing with a highly developed region of the country today,
not one that needs to be developed, not one that needs the water
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before it can develop. The world is significantly different in the Bu-
reau regions where you have always been and been active. And
there is money out there now and the opportunity to cost-share
and/or to grant and/or to guarantee, all of those kinds of tools allow
p}ll"ivite sector money to be employed at a much higher level, I
think.

I think your overview of that is valid, because what I am hearing
out there—it is just like I think we got a chunk of money for re-
charge into the aquifer and yet the irrigation districts and all of
that are very willing to pony up and participate when we have
those kinds of grants.

So I think when we look at our budget challenges here we can
leverage a public resource from this level in a much more expanded
way through that kind of an approach. I thank you for that. It
makes a lot of sense.

DAM SAFETY AND AGING INFRASTRUCTURES

I am concerned about, obviously, dam safety and infrastructure
aging. I mentioned that in my opening comments. I also under-
stand the reality of budgets this year. Mr. Chairman, the good
news in my region of the country versus yours is we are probably
having almost one of the wettest winters on record. The flip-flop
that the Commissioner and the Secretary have talked about has oc-
curred. It has flipped out of Idaho and the Inter-Mountain West
and landed in the Southwest. We are in a weather pattern out
there right now, though, that seems to be taking moisture across
the whole region at a fairly heavy rate. It is certainly going to en-
hance what we already have and it may help you some.

But in all of our basins that are overallocated, and I suspect
every one is now, excess water—it is interesting. Idaho is going
through an interesting situation at this moment. We are dumping
water. We are spilling at a rate that, a lot of Idahoans are stepping
back and looking at that and saying: You know, we ought not be
doing that; we ought to be spilling that throughout the season, if
you will, for enhanced water quality and downstream water qual-
ity, than seeing it all go out, if you will, at this moment—which
speaks to something you mentioned in passing as a combination of
a lot of ideas, Commissioner, and that is increased storage. The
West is going to have to deal with that at some time in the future,
at our continued rate of growth. We can conserve, yes. We can
spread, yes. We can use less, yes. But in reality you cannot popu-
late at the rate that we are populating out there without trying to
figure out how to expand a resource and add to it.

Thank you all very much.

Senator DOMENICI. We look forward to your first proposal at that
time.

Senator CRAIG. It will come.

Senator DOMENICI. All right.

The Senator from Colorado.

Senator ALLARD. Mr. Chairman, thank you.

I want to follow up a little bit on my opening comments. I just
want to pose this question to the Bureau. Why does the agency not
believe that they should play a role in the rehabilitation of feder-
ally built and federally owned projects?
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Mr. KEys. Mr. Chairman, Mr. Allard, we work very closely with
the irrigation districts. We work with them on annual reviews of
their maintenance and their operation. We actually work with
them on any deficiencies that are there. I would tell you that there
are no critical deficiencies that are left untreated. In other words,
there is no backlog of critical maintenance.

There are some things that should be taken care of, and we work
with districts to help them manage their reserve funds to take care
of those. Original contracts that all of those districts signed called
for operation, maintenance, and replacement, and we work with
the districts.

It is true that we do not have some of the old programs that we
used to have such as the rehabilitation and betterment program,
the small loan program, or the drainage and minor construction
program. They were good programs, but they are not available any
more. Certainly, we work to minimize the need for large expendi-
tures, but sometimes it takes that. We try to find the money.

The bill that Mr. Craig talked about, the Rural Water bill, had
a loan guarantee provision. Mark and I are working with the ad-
ministration to have an administration bill that would accommo-
date that. Certainly, it is a way to help some of those districts ad-
dress some of those problems.

Senator ALLARD. Now, based on just what you said, apparently
you had a different approach than today, when you said you had
a rehabilitation program. I suppose when you had that rehabilita-
tion program you did not consider rehabilitation as being the same
thing as operation and maintenance, and now my understanding is
that within the Department you consider rehabilitation as the oper-
ation and maintenance.

Why did that change happen? Maybe could you elaborate on that
a little further for me, please?

Mr. KEYS. Mr. Allard, in the old days when we had the rehabili-
tation and betterment program, the districts were still responsible
for rehabilitation. When there was a need, they went to Congress
to get a bill passed to provide the money for rehabilitation and bet-
terment. However, they were still responsible, so they entered into
repayment contracts.

Senator ALLARD. I see.

Now, if a project is willing and able to do rehabilitation work, but
simply needs funding, does the Bureau object to being a pass-
through agency for that funding?

Mr. KEys. Mr. Allard, I am not sure what you mean by “pass-
through.” The loan guarantee program that we have proposed
would let us co-sign the loan and use the facility that is owned by
the Federal Government as collateral. They would benefit from a
low-interest loan that could be made available through the Depart-
ment of Agriculture, so we would back it up with the district.

Senator ALLARD. I am going to change over now to a problem
area that I have in the State of Colorado, Leadville. It was the
source of a lot of silver mining there and there is a lot of just nat-
ural lead in the soil, and as a consequence of that the drainage
there from that particular part of our State has been classified as
a Superfund site. I have a letter here from the State of Colorado
trying to get the Environmental Protection Agency and the Bureau
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of Reclamation to work together, as well as the Colorado Depart-
ment of Public Health. According to this letter, basically you agree
with the effort to try and work together as a group. The only thing
is that you need to obtain some authorizing language in order for
you to carry on your functions.

I would hope that maybe your office can work with us and see
if we can come up with some authorizing language that would
allow for that to move forward and get that whole thing off dead
center right now.

Mr. KEys. Mr. Allard, we would be more than happy to do that.
We have been working closely with the State and EPA on the
Leadville Mine drainage problem, and certainly, we would work
with you to develop the right legislation.

Senator ALLARD. Our constituents in Colorado expressed a great
deal of concern regarding the threat to Colorado’s municipal water
supplies, particularly the western slope reservoirs, due to a huge
amount of fire danger from bark beetle-killed trees nearby. We
have got some parts of the bark beetle where it just literally is wip-
ing out entire forests. The Colorado River drainage, a lot of it
comes out of those areas, some of it out of the North Platte.

My question to you is does the Bureau have a position on the
threat to municipal water in Colorado? And more importantly, do
you see the need for protective or other measures to reduce such
threats?

Mr. KEys. Mr. Allard, we work very hard to protect the water-
sheds above our reservoirs from development. When there is fire
damage, we work with the Forest Service or BLM to do rehabilita-
tion work, so we do not get the big influx of sediment that takes
up the storage space.

We and the National Academy have just launched a review of
some forest management practices, and that could be part of the
study. Otherwise, we take it on a case-by-case basis and work with
the local Forest Service and BLM.

Senator ALLARD. That bark beetle problem in our State, it has
really been—I have been up to Alaska and seen whole watersheds
wiped out. We are facing the same thing. It is not as obvious be-
cause the trees have not turned rust yet, rust-colored, but it is com-
ing, and it is all over the West. Whatever you can do to help us
address those issues and get these things moving and giving some
thought about the impact of the bark beetle I think would be much
appreciated. I know that Senator Craig has some of those issues
also in Idaho, and probably in New Mexico.

Senator CRAIG. If the Senator would yield, when you go through
these severe drought cycles and you stress trees in the way they
have been stressed in the West, what follows is a beetle epidemic,
and we are now into that cycle. We may be back into a wet cycle
on the Rocky Mountain front and even in Idaho, but that does not
mean the beetles will stop.

So we have these huge watersheds that are now dead and we are
trying to get in them to clean them, revitalize them, by thinning.
And of course we are being—we are head on head, if you will, with
many of our environmental community groups. But what then fol-
lows a dead forest is a fire, and you are going to get total water-
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shed wipeout, and then you have got major water quality problems
of the kind you are talking about.

Senator ALLARD. Soil erosion, the whole works comes with that,
silt problems.

Mr. KEys. Mr. Allard, Mr. Craig, our Department has been one
of the champions for the Healthy Forests Initiative, and certainly,
the bark beetle is a big part of that focus. We have worked very
closely with the Forest Service and with the Bureau of Land Man-
agement. Yes, we have several million acres that we manage also.
Certainly, the Healthy Forests Initiative is trying to deal with the
bark beetle problem.

Senator ALLARD. I have just one more question, Mr. Chairman,
if I might.

A little over a year ago, the Bureau did a cost look-back study
on the Arkansas Valley Conduit. That is a pipeline that runs out
of the Pueblo Reservoir and goes down towards Kansas. However,
to date the study has not been released. Can you tell me what the
holdup is and when we can expect to see that study?

Mr. KEys. Mr. Chairman, Mr. Allard, we are still working on the
cost estimate for that study. As you know, cost estimates these
days are almost a pariah in our construction programs, and that
is not just unique to Reclamation. We anticipate having that done
this summer.

Senator ALLARD. Thank you very much.

Thank you, Mr. Chairman.

DESALINATION AND WATER TREATMENT TECHNOLOGIES

Senator DOMENICI. Thank you, Senator.

Well, I am going to close on a little bit of a downer note for you,
on the desalinization and advanced water treatment technologies.
I think you know that because of my position as subcommittee
chairman of the Energy and Water Appropriations Subcommittee I
have tried very hard to pursue with vigor desalinization and also
arsenic cleanup. But the Bureau manages a diverse water treat-
ment research program funded through five budget items, includ-
ing Reclamation research and development budget, Water 2025,
the Yuma Desalting Plant, and by the end of 2006 the Tularosa
Basin facility will be complete.

These programs have the potential to expand the Nation’s water
supplies and contribute to solving numerous current Reclamation
challenges, including providing water for rural communities, reduc-
ing the concentration of salt and selenium in irrigation return
flows, and improving endangered species habitat, and providing in-
creased supplies for all water users, as we see it in terms of the
potential application of the technologies that are being developed.

This huge benefit is dramatically undermined by what I see as
a lack of coherent strategy, with clear goals for Interior-sponsored
activities, integration of the multiple programs with Reclamation,
and cooperation with other agencies, including the USGS, Depart-
ment of Energy, and the Office of Naval Research—kind of a freak
to the mix, but it turns out it has a lot of assets and it has a gen-
uine and sustained interest in the basin that we are working on
by coincidence. We have pushed them there and they are working
at it with a lot of money.
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Over 8 months ago, I asked the Bureau to develop and present
a coherent strategy for water treatment research and development.
I have not yet received that strategy. Does a strategy for the desa-
linization and related research exist and what is it?

Mr. LIMBAUGH. Mr. Chairman, I will take a whack at that. Cur-
rently, we are working on several fronts to provide you a coherent
strategy. First of all, we are working with OMB to refine the strat-
egy that we have proposed, that would help coordinate those efforts
and set priorities. We do have the multifaceted approach and basi-
cally the highlight would be the research and development grants
through the 2025 program looking at the next generation of tech-
nologies.

But also, the Tularosa facility, which will be complete in 2007,
the first part of 2007, in the fiscal year 2006 budget year, is

Senator DOMENICI. When will it be complete?

Mr. LIMBAUGH. January 2007.

Senator DOMENICI. January 20077

Mr. LIMBAUGH. Yes, with the funds that we have in the 2006
budget.

Senator DOMENICI. Turnkey, ready to go, open?

Mr. LIMBAUGH. Yes, sir.

We also have in the 2007 request the operations and mainte-
nance for that facility. So we are looking at finding a partner for
that facility and working on a business plan that will be a sustain-
able use of that facility within the research and development com-
ponent.

We also have worked with the National Academy of Sciences and
have initiated a study, a follow-on to the road map that will look
at Reclamation’s programs and also others to find the coordinated
strategy that will be blessed by the National Academy, that will
hopefully be the long-term look at how desalination can work, what
the role of the Federal Government will be in most efficiently man-
aging and looking towards the future with that technology.

We do believe that the new technology, the new generation of de-
salination, is important to the West and it is very important to
many regions of the West, and specifically in using not only ocean
desalination but brackish ground water, on a more cost effective
basis than what it is now.

John, do you have anything?

TULAROSA AND HURRICANE RELIEF EFFORTS

Mr. KEys. Mr. Domenici, let me give you a real success story on
Tularosa. Last August 29, when Katrina was bearing down on Lou-
isiana——

Senator DOMENICI. I understand.

Mr. KEYs. We got the call from the Corps of Engineers saying:
“How can you help us?” The hurricane hit on Monday. Monday
afternoon, we got the request from the Corps to help out with
water supply in the area. Wednesday afternoon, we had a lowboy
from Las Cruces arrive at Tularosa. They put two of the desal
units that we were testing at the facility on the truck. Friday after-
noon, they hit the ground in Biloxi. Saturday morning they were
producing 200,000 gallons a day of water. That is enough to serve
about 50,000 people.
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They also did that at the regional medical center there. When
Rita came through, they took it down to the air base. After Rita
passed through, they came back, set it up again, and it operated
for about 2 months, 24/7, and produced water for about 50,000 peo-
ple. When it was done, they put it on the truck and took it back
to Tularosa.

Right after that happened, we had requests from the National
Rural Water Association on how they may purchase four of those
units, station them around the United States, so that the next time
we have an emergency like that they are ready to go. This is a real
success story from some of the work at Tularosa.

Senator DOMENICI. That is a very good example of carrying out
this project. But that is not the whole story. The question is do we
have in place what experts would tell us is a center that can pur-
sue vigorously all phases or multiple phases and aspects of the
problems still remaining with desalinization? Maybe we are not on
the right track. Maybe it is too little of a facility. Maybe it is—who
is going to tell us?

Is the Academy going to tell us, in your opinion? Are the national
laboratories going to tell us? I do not believe you have the expertise
to tell us that. You are managers, in a sense; is that correct?

Mr. LIMBAUGH. Mr. Chairman, that is correct, and that is why
we have tried to go with the Academy study and we are trying to
include the partners that we have worked with in looking for a
managing entity for the Tularosa facility in New Mexico. We think
that the strategy of having the National Academy of Sciences re-
view the Federal and private sector roles for the future, would give
us the needed impetus to implement the road map and look to the
future in a much more sound, sustainable manner.

Senator DOMENICI. I might say to my friend, the word “Tularosa”
keeps coming up and one might wonder what is that all about.
Well, actually there is a rather large underground sea of salty
water and that basin is called the Tularosa Basin.

Senator ALLARD. I see, because I was thinking

Senator DOMENICI. There is a little town called Tularosa, but it
is just a small little village.

Senator ALLARD. Mr. Chairman, I was also thinking that if this
is surface water desalinization, I think certainly—and this will not
fit in, I guess, now that I know where you are going. But one con-
cern is that we have dynamics happening on the surface that adds
to salinated water supply. We have plants, for example the
tamarisk, which is salt cedar, which adds—not only do they drink
a lot of water, but they cause the river to become more saline, and
as a result of that I think it contributes a lot to salination. This
probably would not be covered by that study, but certainly I
think—I was going to bring that up after your discussion in regard
to this question. But now that I more thoroughly understand where
you are driving, Mr. Chairman, we will bring that up at another
time.

Senator DOMENICI. So now we are going to have to get from you
this solid and final recommendation as to what that facility—how
much did we invest in the facility that we keep alluding to?

Mr. KEyS. Mr. Chairman, about $16 million.

Senator DOMENICI. One-six?
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Mr. KEYS. Yes.

Senator DOMENICI. It is supposed to be a place where you can
come and do your research, is that not correct?

Mr. KEYsS. Yes, it is.

Senator DOMENICI. As I recall, a permanent facility. You make
arrangements, bring your best technology, and test it out there?

Mr. KEvYS. Exactly.

Senator DOMENICI. So the whole question is how important is
that to the pursuing of a program.

Mr. KEys. We think that it is very important. We are working
with other agencies that want to test there. This summer, there
will be a request for proposals for a contract to manage a plant,
do a business plan, and attract folks.

Senator DOMENICI. I think one of the most important long-term
things you are doing is to determine whether you are going to be
an active, vibrant player in desalinization. We will be having hear-
ings concerning reorganizing the Bureau. Does desalinization fit
with Reclamation’s mission? Or is that something that should be
elsewhere?

I do not know. We did what we could do. It is obvious we have
truncated it on there because of our interest, and a very good inter-
est, I think, without any question.

I also want to close by just complimenting you and many on
what has happened with the minnow in the Rio Grande. We start
a year with a much different situation than we have ever had be-
fore, in that the play now between the stakeholders is no longer
what it was before. The effort now is to create a completely dif-
ferent kind of habitat for bringing the fish through the water, in
a sense, rather than letting the water flow, flow, flow, flow, and get
lost as it is taken downstream to the fish.

You would have been amazed, Commissioner. The latest effort
was the Interstate Streams Commission, a very powerful entity,
made a commitment to this. They came up with a very large piece
of equipment that they put in this very dry river, and what they
did is they, with full environmental approval in advance, they
moved it slowly upstream and provided pits, if you could imagine,
deep pits, so that as they moved up 4 or 5 miles they made water
holes, so as to speak, for the minnow. An experiment, a test run.

They then put minnows that we have raised, which nobody has
complained about, planted them. That has been their contribution
to what others have done by creating inlets, where you just actu-
ally create an inlet on the side of the place, of the river, and you
plant these fish there and they live in these inlets. They cannot get
out too easily and so they stay and propagate and have water
where there is water, instead of going 70 miles down to Soccoro,
where you have been to see that little dry hole.

So all that together, you know, shows how difficult and how
much hard work people will do. We have really tried. We hope this
drought does not make all that for naught. We have alluded to it.
It could.
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ADDITIONAL COMMITTEE QUESTIONS

All right. I have remaining questions on CALFED, Title XVI, and
Animas-La Plata. They will be submitted. Answer them in due
course and we will see.

[The following questions were not asked at the hearing, but were
subr]nitted to the Department for response subsequent to the hear-
ing:

QUESTIONS SUBMITTED TO MARK LIMBAUGH

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI
DROUGHT

Question. Secretary Limbaugh, Commissioner Keys, I am extremely concerned
about drought in the west and particularly in New Mexico and the southwest.

The information that I have seen shows that the current snowpack is less than
anything ever seen by the current measurement system that was installed in 1980
in the Jemez and Sangre De Cristo Mountains.

It is possible that there will be no runoff from the Sangre De Cristo which feeds
the Santa Fe, Pecos, and Canadian Rivers. The most recent information that I have
seen shows the Pecos runoff estimated at 4 percent, Rio Grande 26 percent, and the
Zuni will get 1 percent of normal runoff in Bluewater Lake.

These are grim statistics. Unless we get unusual rainfall, the situation will be
%ore?critical next year. What is your assessment of the drought situation in the

est?

Answer. We share your concerns. The hydrologic conditions of the major basins
of the Western United States can be characterized by contrast. The northern ba-
sins—such as those in the Pacific Northwest, northern Rockies, northern Great
Plains, northern California, northern Nevada and northern Colorado are projecting
snowpack and spring runoff levels at well above normal. Furthermore, due to sig-
nificant storms over the past several weeks, Nebraska and Kansas have seen signifi-
cant improvements in their hydrologic conditions.

In contrast, despite significant rain and snow over the past week in New Mexico,
southern Colorado, Oklahoma and Texas, the Southwest, Southern Plains and
Southern Rockies have had below-normal levels of precipitation this winter and all
these areas potentially face serious drought conditions this spring and summer.

Question. Where do you anticipate the greatest drought impacts for this year?

Answer. We expect the most significant impacts in New Mexico, Texas, Oklahoma,
and Arizona.

Question. What assistance can the Bureau offer to mitigate drought impacts?

Answer. If reauthorized, Title I of Public Law 102-250, the Reclamation States
Emergency Drought Relief Act of 1991, as amended, could provide authority for con-
struction, management, and conservation measures to alleviate the adverse impacts
of drought, including the mitigation of fish and wildlife impacts. Additionally, Title
I could provide for emergency response and allow Reclamation the flexibility to oper-
ate its project facilities in a manner that would allow the most efficient use of lim-
ited water supplies.

Question. What would drought contingency planning entail?

Answer. Drought contingency planning is a plan for the future that details what
activities an entity would engage in for the prevention or mitigation of drought im-
pacts. The plan would identify opportunities to conserve, augment and make more
efficient use of water supplies.

Question. What triggers Reclamation to pay for water hauling versus drilling
emergency wells?

Answer. Section 101 of Title I of Public Law 102—-250, the Reclamation States
Emergency Drought Relief Act of 1991, as amended, provides that the only perma-
nent facilities for drought mitigation are the drilling of wells. All other actions must
be temporary in nature. Water hauling would be considered a temporary action al-
lowable under Title I. One action is not preferred over the other. Decisions on which
cause of action to take are based on local water conditions, costs, and timeliness
among other factors. Should Title I of Public Law 102-250, the Reclamation States
Emergency Drought Relief Act of 1991, as amended, be reauthorized, both activities
could be carried out.

Question. Last week, I was made aware of the serious water situation in Ruidoso
and Ruidoso Downs, NM. The Ruidoso City Council has recently voted to initiate
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Phase IV water restrictions (the most severe). Ruidoso Downs has been under water
rationing since 2002. Is Reclamation aware of the water situation and is there any
immediate help that Reclamation can offer these two communities?

Answer. Our understanding from discussion with the State of New Mexico is that
the Village of Ruidoso could benefit from either repair of certain existing non-oper-
ational wells or drilling of additional wells. Should Title I of Public Law 102-250,
the Reclamation States Emergency Drought Relief Act of 1991, as amended, be re-
authorized, Reclamation would be capable of working with the Village of Ruidoso
and the State of New Mexico to assist in either effort.

Question. Does your budget request contain any funding for drought assistance in
fiscal year 2007?

Answer. The fiscal year 2007 budget request includes $475,000 for drought activi-
ties.

Question. It is my understanding that some of the provisions of the Reclamation
States Emergency Relief Act have expired. Assuming that we address the legislative
issues, how much funding would you anticipate that Reclamation could utilize based
on known and anticipated drought conditions for the remainder of fiscal year 2006
and what would be the needs for fiscal year 2007?

Answer. We could effectively use approximately $7.5 million in fiscal year 2006.
The funds requested for fiscal year 2007 in the amount of $475,000 would be suffi-
cient, under present drought circumstances.

Question. How will the drought affect in-stream flow requirements for endangered
species?

Answer. The drought will not modify the in-stream flow requirements, in that
there is no exception for extreme drought conditions in meeting endangered species
requirements. We will need to meet the flow requirements specified for a dry year.
Because of drought conditions, more water will need to be released from storage to
meet those requirements.

Question. What will Reclamation’s role be in these issues?

Answer. Only Title I of Public Law 102-250, the Reclamation States Emergency
Drought Relief Act of 1991, as amended, which expired on September 30, 2005, con-
tains provisions to acquire water on a nonreimbursable basis as well as the drilling
of new wells or rehabilitating existing wells. Reclamation must undertake the activi-
ties or contract for services.

QUESTIONS SUBMITTED BY SENATOR BYRON L. DORGAN
WATER 2025

Question. The President’s budget proposes $14.5 million for the Water 2025 initia-
tive, an increase of $9.6 million over fiscal year 2006 enacted. The administration
developed Water 2025 to meet the challenge of preventing crises and conflicts over
water in the West by increasing the certainty and flexibility of water supplies, diver-
sifying water supplies and preventing crisis among users. The funding supports a
competitive 50—50 challenge grants and the water system optimization reviews.

While I support the general concept of the initiative—preventing crises and con-
flicts over water—I feel the best way to prevent future problems is to adequately
fund projects, like Garrison Diversion, that are aimed at addressing emerging water
needs of our country.

In some ways, I think that the Water 2025 initiative is simply a way for the ad-
ministration to fund its pet projects versus providing adequate funding for projects
that have been vetted and approved by Congress and passed into law. In an August
2005 press release, the Department of Interior announced $1 million in Water 2025
grants for projects in Idaho, Kansas, Texas, Arizona, Montana and New Mexico. I
could recommend several North Dakota projects that could have used that funding.

Did any of the $9.6 million increase for the Water 2025 initiative come from funds
that were previously used to fund projects in North Dakota?

Answer. No, funding for water projects in North Dakota has not been decreased
as a result of funding requests for the Water 2025 Program.

The development of rural water projects and the Water 2025 Program are both
important. While completion of the Garrison Diversion will serve an important local
need, the Water 2025 Program allows Reclamation to focus resources on geo-
graphical problem areas throughout the 17 Western States. With a tightening Fed-
eral budget, Water 2025 has proven that leveraging Federal dollars with our part-
ners can provide on-the-ground improvements in water management infrastructure
that can help prevent water crises where it is most likely to occur.
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To date, Reclamation has awarded funding for 68 Challenge Grants in 16 States,
including 62 projects by irrigation and water districts and 6 more by Western
States. Collectively, the 68 projects represent almost $60 million in improvements,
including a non-Federal contribution of $44 million and the Federal Government
contribution of $15 million. In other words, for every dollar the Federal Government
has invested, there has been about a $2.90 non-Federal investment.

Estimates in the project proposals indicate that the 68 projects could save up to
285,000 acre feet of water per year, collectively, once fully implemented. An acre
foot of water is enough to supply a family of four for up to a year.

It is important to clarify that Water 2025 does not provide an opportunity for the
administration to fund projects that it favors over projects that have been approved
by the Congress. On the contrary, all Water 2025 Challenge Grant funding is allo-
cated through a highly competitive and impartial process. Proposals are ranked by
a panel of technical experts based on an established set of criteria that prioritizes
projects resulting in real on-the-ground benefits, in terms of water conserved, better
managed, or marketed, within 24 months from the date of award. Under this ap-
proach, only the very best projects are selected for funding, based on their technical
merits.

The $1 million awarded to six States in August 2005 was part of the Water 2025
Challenge Grant Program for Western States. Any State agency with water manage-
ment authority, located in the 17 Western States—including North Dakota—is eligi-
ble to compete for the $1 million. None of the $1 million was awarded to North Da-
kota because nobody from North Dakota submitted any proposals for consideration
in the Challenge Grant Program. We look forward to working with the delegation
to increase awareness of this program among North Dakota water interests, so that
they can avail themselves of this competitive program.

Question. Isn’t the first approach to resolving future conflicts and water problems
to provide the funding in the first place for projects, like Garrison Diversion, that
are aimed at doing exactly that?

Answer. Rural water projects such as those associated with the Garrison project
account for much of the new project construction within Reclamation. The develop-
ment of rural water supplies and the implementation of the Water 2025 Program
are both tools that are necessary to prevent crises and conflict over water in the
West—and both are Departmental priorities. The Department has worked closely
with the Senate Energy and Natural Resources Committee, on a bi-partisan basis,
to develop legislation to establish a formal rural water supply program in the Bu-
reau of Reclamation (S. 895). This will enable Reclamation, in cooperation with
States and rural communities, to better plan for and prioritize rural water supply
projects. In recent years, we have worked closely with the State of North Dakota
to implement the Dakota Water Resources Act. Despite the tight budget climate
that we face, Reclamation has dedicated a significant amount of funding to this and
other rural water supply projects indicating that completion of projects to meet the
water supply needs of rural communities continues to be a priority.

Reclamation is responsible for delivering water and power throughout the 17
Western States, with a limited amount of Federal funding. Therefore, geographically
broad-based efforts that leverage limited Federal dollars—such as the Water 2025
Pﬁ“ogram—are also essential to preventing conflicts and crises over water throughout
the West.

Through the Water 2025 Challenge Grant Program, Federal funding is leveraged
through cost-shared grants that are awarded on a competitive basis to eligible appli-
cants in any of the 17 Western States—including North Dakota. Those eligible in-
clude irrigation and water districts, Western States, tribal water authorities, and
other local entities with water delivery authority. The grants support projects that
improve water conservation and efficiency through the modernization of existing
water delivery facilities, and projects that involve water marketing. These types of
projects are essential to meet competing demands for water, even in areas where
new storage projects have been approved.

QUESTIONS SUBMITTED TO JOHN W. KEYs III

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI

Question. Are there other appropriate means for Reclamation to address drought
conditions?

Answer. Public Law 102-250, the Reclamation States Emergency Drought Relief
Act of 1991, as amended, is not the only program Reclamation uses in addressing
drought issues. Title I of the Act, used for responding to emergency needs, expired
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on September 30, 2005. The Water Conservation Field Service Program and the
Water 2025 Initiative are examples of programs that are designed to prevent crisis
and conflict over water in the West through advanced preparation and water man-
agement improvements. The Drought Act is a complimentary program to Water
2025. Proactive tools like this are critical because water shortages based on an im-
balance between supply and demand, even in non-drought years, should catch no-
body by surprise—they are inevitable. Even though we don’t know when and where
water supply disruptions will hit, we know they will happen. Short-term response
actions are highly visible and important, but allocating our resources to longer-term,
proactive, preventive efforts, such as through creating local drought management
plans or the type of targeted actions envisioned by the Water 2025 program, will
ultimately have more of an impact to alleviating the effects of droughts than short-
term, last-minute fixes.

DESALINATION AND ADVANCED WATER TREATMENT TECHNOLOGIES

Question. The U.S. Bureau of Reclamation manages a diverse water treatment re-
search program funded through 5 budget items including Reclamation’s Research
and Development Budget, Water 2025 and the Yuma Desalting Plant.

By the end of fiscal year 2006, the Tularosa Desalination Facility will be complete.
These programs have the potential to expand the Nation’s water supplies and con-
tribute to solving numerous current Reclamation challenges including providing
water for rural communities, reducing concentration of salt and selenium in irriga-
tion return flows, improving endangered species habitat and providing increased
supplies for all water uses in the United States.

This huge potential benefit is dramatically undermined by the seeming lack of a
coherent strategy with clear goals for the Interior sponsored activities, integration
of the multiple programs within Reclamation and cooperation with other agencies
including the United States Geological Survey, the Department of Energy, the Office
of Naval Research, etc.

Answer. We are developing a strategy which we feel addresses the concerns you
have raised. It is undergoing the administration’s review and upon completion, we
will share the strategy with the Congress.

Question. Does a strategy for desalination and related research exist?

Answer. Yes, Reclamation has a draft strategy for advanced water treatment tech-
nologies.

Question. What is the strategy?

Answer. We are working within the administration to finalize development of our
proposed strategy and would be glad to fully brief your office on it when it is com-
plete.

Question. Can/will Reclamation participate in multi-agency activities to coordinate
research funded through Federal, State and private investment?

Answer. Yes, we are currently coordinating our research efforts with the Inter-
agency Consortium, Water Reuse Association and Desalination Task Force, among
others. We have asked the National Academies to become engaged with us and pro-
vide further definition on roles of the Federal, State, and private sector research in-
vestments. Furthermore, Reclamation’s Science and Technology program, which co-
ordinates all of Reclamation’s research and development activities, has a strong
track record of coordinating with other research bodies to ensure prioritization of
research, and to avoid redundancy.

Our participation with the Office of Naval Research in the development of the
Emergency Unit for Water Purification (EUWP) and testing at the Tularosa facility
allowed us to successfully deploy the EUWP after hurricane Katrina to the Biloxi
Regional Medical Center. We provided highly purified water to the hospital and
later treated water from the city’s municipal system until the city’s system was cer-
tified safe by the State.

Question. Can you assure me that the Tularosa facility will be completed this fis-
cal year within the budget provided by Congress for fiscal year 2006?

Answer. Yes, the Tularosa facility is scheduled to be completed in January of 2007
utilizing the fiscal year 2006 appropriations in accordance with the administration’s
fiscal year 2007 budget request.

Question. It has always been my intention that the Tularosa Desalination Test
Facility be operated by a university in the southern New Mexico region and be posi-
tioned as the Nation’s premier location for inland desalination and concentrate dis-
posal research and development. The Bureau of Reclamation promised me a detailed
strategy document by February of this year in which this role would be well articu-
lated. I have yet to receive that document and feel that the Bureau is remiss in ful-



79

filling their promise. Does this strategy document now exist and does it anticipate
this appropriate role for Tularosa by the end of calendar year 2006?

Answer. The mission of the Tularosa Desalination Test Facility is to be the intel-
lectual powerhouse that attracts outstanding researchers to work on developing cost
effective, efficient desalination technologies that can be applied to brackish and im-
paired ground waters—resulting in new supplies of usable water for municipal, agri-
cultural, industrial, and environmental purposes.

We have developed a Business Plan for the Tularosa facility and are working to
finalize it. We plan to meet with your office when it is complete.

Question. Additionally, the administration’s budget appears to be inadequate to
provide funding to operate and underwrite research at the facility in fiscal year
2007. How do you intend to undertake the research program outlined to my office
with the current inadequate resources?

Answer. We believe that adequate budget for start-up, operation, maintenance,
and research has been requested in the fiscal year 2007 President’s budget within
the Water 2025 program. The request will cover operation, maintenance, and will
provide funding for research at the facility and elsewhere.

Question. It appears that USBR does not intend to undertake its role as the Na-
tion’s central research organization in desalination and reuse research given the
current budget proposal. Has the Department of Interior decided to abandon this
core competency?

Answer. The Department is committed to maintaining Reclamation’s advanced
water treatment research efforts with emphasis in resolving inland advanced water
treatment issues and cost reduction through applied research, while ensuring that
our research efforts are undertaken strategically, in the context of overall research
and development needs in the water area.

Our fiscal year 2007 budget requests of $5,235,000 for advanced water treatment
research, is to continue the pursuance of expanding useable water supplies. The re-
quest is divided among the internal and external Research and Development pro-

rams as follows: Desalination and Water Purification Research program (external),
%25,000; Title XVI (external), $750,000; Water 2025 (external), $2,700,000; Colorado
River Basin Salinity Control program, Title I (internal), $760,000; and the Science
and Technology program (internal), $1,000,000.

Question. When will Reclamation be prepared to issue the call for proposals for
the management contract for the Tularosa Desalination Facility?

Answer. We expect to be in a position to issue the Request for Proposals for the
management contract of the facility by late summer 2006. Reclamation will have a
managing entity on board in ample time for the opening of the facility.

TITLE XVI WATER RECLAMATION AND REUSE

Question. The budget request seeks $10.1 million for Title XVI projects. In light
of the current backlog of needs, how was this request determined to be adequate
and appropriate?

Answer. The President’s request of $10.1 million for fiscal year 2007 is about
$100,000 less than the amount requested for fiscal year 2006 for Title XVI. As in
fiscal year 2006, the fiscal year 2007 budget request includes those eight construc-
tion projects that were included in the President’s request in prior years. We con-
tinue to be aware that the desire for Title XVI funding is significant. However, Rec-
lamation has many demands placed upon it, and we must balance all of our prior-
ities within the funding limits we are working with.

Question. The Bureau was directed to review and report on those recycling
projects deemed to be feasible under CALFED. To date, there has been no report
provided to Congress. What is the status of this review and why has it not been
forwarded to Congress?

Answer. Reclamation has completed its review of all reports and other documenta-
tion submitted by project proponents in response to our request for information for
the report directed by Public Law 108-361; we transmitted the report to Congress
on April 28, 2006. Of the submittals for projects that have not been authorized, 14
(7 each associated with SCCWRRS and BARWRP) were nearly complete, but lacked
elements such as NEPA compliance. While these projects have the potential to meet
requirements included in Reclamation’s 1998 Title XVI Guidelines, we do not know
how they would rank in priority if the Title XVI program were reformed as proposed
in our February 28, 2006, testimony to the Senate Subcommittee on Water and
Power. The remainder lacked many required elements. All project proponents have
been notified of Reclamation’s findings.

Question. What was the Bureau’s request for Title XVI program funding that was
transmitted to OMB as part of the budget formulation process?
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Answer. The administration’s budget request for Title XVI funding in fiscal year
2007 was $10.2 million.

Question. How were projects selected for funding?

Answer. For continuity purposes, Reclamation elected to request funds for the
same projects that were included in the President’s budget request in fiscal year
2006.

Question. Were the funding levels for each project determined to be adequate?

Answer. The funding level for each project was determined based on the amounts
requested in prior years and the construction schedule of the project sponsors. We
feel these levels are adequate given the many competing demands which are worthy
of funding by Reclamation.

Question. The Title XVI program was established as a way to increase water sup-
plies in the West by recovery of water that otherwise would have been wasted. Rec-
lamation has never been a big proponent of this program. Yet it seems to be a nat-
ural fit with Reclamation’s role of providing water and power to the West. How does
Reclamation believe this program could be modified so that OMB and Reclamation
would be willing to significantly increase budget resources for this program?

Answer. Reclamation discussed potential modifications to the Title XVI program
before the Senate Subcommittee on Water and Power on February 28, 2006. Rec-
lamation provided a drafting service to Congress that would accomplish many of
these issues, and the administration is developing its own legislation for Title XVI
reform that will be transmitted to Congress soon. Reclamation believes these pro-
posed changes will make the program more competitive, better define project eligi-
bility, and more effectively help reduce future conflicts and crises over water sup-
plies in the West. Ultimately, our intent is to administer this program in conjunc-
tion with the Water 2025 program, to target resources to the areas of most critical
need to proactively avert water conflicts by diversifying water supplies.

ANIMAS-LA PLATA

Question. Costs on the Animas-La Plata project increased rather dramatically
after it was authorized. Will we be able to construct this project within the cost ceil-
ing that we provided?

Answer. Current legislation authorizes the appropriation of such funds as are nec-
essary to complete construction of the project facilities through 2012. Even though
there is no legislated cost ceiling, we do have a construction cost estimate. The cur-
rent base construction cost estimate of $500 million, indexed to October 2006 price
levels, is $552 million. With the understanding that features not yet awarded will
continue to be indexed, Reclamation believes the indexed base estimate is adequate
to complete the Project, provided it is funded at sufficient levels to match construc-
tion capability and no unforeseen conditions are encountered.

Question. In the fiscal year 2006 Energy and Water Act we extended the time-
frame for completion of this project to 2012. Does the funding request for this
project allow you to meet this schedule?

Answer. Yes. The fiscal year 2007 budget request is $57.4 million. This request
will continue construction of two of the Project’s major features, Ridges Basin Dam
and the Durango Pumping Plant and begin construction of a third major feature,
Ridges Basin Inlet Conduit. The Project schedule was recently revised to reflect the
funding level for fiscal year 2006 and the President’s request for fiscal year 2007.
Assuming funding levels in the out years at the fiscal year 2007 request level, con-
struction of the Project could be completed by 2012, with Project closeout in fiscal
year 2013.

QUESTIONS SUBMITTED BY SENATOR WAYNE ALLARD
REPAYMENT CONTRACTS

Question. Historically, the Reclamation Program does not flow from a single or-
ganic Federal statute. There have been various acts since the 1902 Reclamation Act
which have shaped the program. Since 1939, every project has been individually au-
thorized with its own terms and conditions. Given geographical and geological
uniqueness, and varied construction dates, we find it difficult to believe all, or any,
Bureau of Reclamation projects are identical. Therefore we ask: Are all repayment
contracts identical?

Answer. No. All repayment contracts are not identical. Contracts are a mix of
standardized and nonstandardized articles.

Reclamation has contracting authority under general Reclamation law, project-
specific authorizations, and even contract- or contractor-specific authorizations.
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Variations among these authorities lead to variations among repayment contracts.
For example, the Reclamation Project Act of 1939 allows a maximum repayment pe-
riod of 40 years (Public Law 76-260) (general Reclamation law); the Colorado River
Storage Project Act allows a 50-year repayment period (Public Law 84-485); the
Central Valley Project Improvement Act specifies a 25-year repayment period for ir-
rigation repayment contracts (Public Law 102-575, Title XXXIV, section 3404(c))
without affecting repayment periods for municipal and industrial contracts (project-
specific authorization); and the Congress specified a 60-year repayment period for
the Yuma Mesa Irrigation and Drainage District (Public Law 84-394) (contractor-
specific authorization).

Numerous other provisions can vary among repayment contracts, including the
permissible uses of project water, water delivery schedules, where water can be
used, and who is responsible for operating and maintaining facilities. Even among
contracts made pursuant to the same authority, circumstances may lead to some
variation, within whatever range the applicable law allows.

In the early 1960’s, Reclamation recognized that there are some provisions stand-
ard to all contracts. These “standard contract articles” generally result from require-
ments of executive orders, rulemaking processes, or other laws mandating they ap-
pear in contracts.

Question. Are all projects under the same authorization?

Answer. All projects are not under the same authorization. While many prior to
1939 were under the general authorization provided in the Reclamation Act of June
17, 1902, Congress did, in some instances (for example the Boulder Canyon Project
Act of 1928 (Public Law 70-642) and the Central Valley Project, California, and Col-
orado River Project, Texas (1937) (Public Law 75-392)) provide specific project au-
thorization. Since 1939, Congress has provided more individual project authoriza-
tions to construct projects. However, pursuant to the Flood Control Act of 1944
(Public Law 78-534), Congress directed that project authorizations be approved by
an act of Congress.

Question. Is it the opinion of the Bureau of Reclamation that all repayment con-
tracts include “replacement” even when it is not stated in the contracts?

Answer. Reclamation contractors are required to pay for their appropriate share
of operation and maintenance costs (O&M) (Public Law 63-170, Public Law 69-284,
Public Law 76-280, Public Law 97-293). O&M costs are generally the costs nec-
essary to operate a constructed project and make repairs and replacements nec-
essary to maintain the project in sound operating condition during the life of the
project. One of the standard articles for all contracts is the “emergency reserve
fund” article. This article resulted from the demonstration that nearly every district,
on occasion, requires funds to meet major unforeseen costs of operation and mainte-
nance and repairs and replacement of the project works. While the article may be
standard, the requirements for the fund amount are not. Guidance for the establish-
ment of the amount of the reserve fund is found in Reclamation policy, which recog-
nizes that not all projects are the same and, therefore, the amount of the reserve
fund is established accordingly.

SAFETY OF DAMS

Question. The Safety of Dams program provides guidelines and financing for dam
inspections. Therefore, are pertinent structures other than the dam itself given the
same importance as the dam? If not, why not?

Answer. The Safety of Dams Program identifies (inspects) and evaluates issues
and implements modifications to dams, if warranted, to reduce risks to the public.
Dam inspections are part of a comprehensive risk management approach to limiting
life safety risks downstream of dams owned by Reclamation.

Many other structures that are part of the Reclamation water resource infrastruc-
ture do not pose the same life safety risks, even though they may be critical features
for assuring the delivery of project benefits. These structures are evaluated as part
of Reclamation’s Review of Operation and Maintenance (RO&M) Program. The
RO&M program provides an excellent program for assuring the continued operation
of Reclamation facilities. The Safety of Dam program addressing the potential life
safety consequences associated with the failure of high- and significant-hazard dams
requires a higher standard of risk management to assure the safety of persons liv-
ing downstream of those facilities.

JACKSON GULCH RESERVOIR

Question. Jackson Gulch Reservoir, an off-river reservoir, depends on a canal sys-
tem as relevant to the reservoir as the dam. Without the canal, the dam would be
useless and unnecessary. The Animas-La Plata project will also be dependent on a
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water carriage delivery system. What do we need to do to make Bureau of Reclama-
tion realize the importance; and/or how can we begin a “Safety of Connecting Struc-
tures” program in order to preserve these systems?

Answer. Reclamation understands the importance of the canal systems and other
features that are associated with its dams. These facilities are inspected by Rec-
lamation professionals on a regular frequency under the Review of Operation and
Maintenance Program which was established in Reclamation in 1948. Observed
structural or operational deficiencies are noted and recommendations are cat-
egorized based on significance and tracked until accomplished. Reclamation retains
ownership of these facilities, yet the operation, maintenance and replacement of
many facilities have been transferred to water user entities.

In the case of Jackson Gulch Reservoir, a feature of the Mancos Project, the
Mancos Water Conservancy District is responsible for operation and maintenance,
including repair, of all project facilities, as specified in their contract. Repair or re-
placement of the canal system is the responsibility of the District. The long-term
viability of all Reclamation facilities, especially for transferred works, is critically
dependant on the local project sponsors meeting their obligations to perform re-
quired Operations and Maintenance activities.

OPERATIONS AND MAINTENANCE

Question. What is the Bureau of Reclamation’s official definition of (a) “operations
and maintenance” and (b) “operations, maintenance and replacement™?

Answer. Within the context of managing Reclamation’s water and power infra-
structure, the operation and maintenance of project works involves a wide range of
activities. These operations and maintenance activities encompass those actions nec-
essary to achieve continued integrity and operational reliability in delivering au-
thorized project benefits.

Additionally, as stated in Reclamation’s “Report to the Congress, Annual Costs of
Bureau of Reclamation Project Operation and Maintenance for Fiscal Years 1993-
97”, dated September, 1998, “the most visible maintenance tasks are the major re-
pairs and rehabilitations, equipment and facility replacements, and facilities addi-
tions that are accomplished at every project over time.” As such, the “maintenance”
term includes “replacements” and, therefore, the definitions for both (a) and (b) as
stated in your question are considered to be synonymous. Similarly, for contract ad-
ministration purposes within Reclamation, replacements have always been included
as part of maintenance responsibilities and costs.

BUREAU OF RECLAMATION’S MISSION

Question. What does the Bureau of Reclamation believe is their (a) current mis-
sion or purpose, and (b) their future mission or purpose?

Answer. The current and future mission of the Bureau of Reclamation is to man-
age, develop, and protect water and related resources in an environmentally and
economically sound manner in the interest of the American public. The role of Rec-
lamation is vitally important at this critical time, and in the future in the West.
As the West experiences rapid double digit growth in many areas, the role of Rec-
lamation in managing the critical infrastructure in a manner that balances the
needs of agriculture, municipal and industrial, power users, recreation, fish and
wildlife and endangered species is essential. In the Lower Colorado River Basin for
example, the Secretary of the Interior is the water master. In that capacity, the Sec-
retary is required to balance the needs of the Seven Basin States while maintaining
the river. This includes river operations, facility O&M, water service contracting
and repayment, decree accounting, and oversight of hydropower activities. Addition-
ally, in Idaho, in the Columbia Basin, we are trying to meet the objectives of our
projects and at the same time recognize the water rights and to enforce or actually
coordinate and work with the compacts that have been done in the basin.

REHABILITATION

Question. Bill language gives evidence to the fact that as recently as the 1990’s,
Reclamation did support rehabilitation. (a) When did that change and why? (b) Does
the Bureau of Reclamation see rehabilitation as currently outside of or futuristically
not a part of their mission?

Answer. We believe you may be referring to funding of the Rehabilitation and Bet-
terment Program, which was authorized in a 1949 Act, and amended/supplemented
in 1950, 1971, and 1975. Under the program, Reclamation water users were able
to obtain no-interest loans to rehabilitate and improve the Reclamation-owned irri-
gation facilities they operated and maintained. Although still authorized, loan fund-
ing of that program was discontinued in the mid-1990’s (driven by limited appro-
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priations at that time) and water users were expected to use their own resources
or to seek private financing. Private lenders are often unwilling to lend to the water
users, however, because project facilities can not be used as collateral; the United
States holds title to the facilities.

As Reclamation’s infrastructure continues to age, there will likely be a need for
increased maintenance and major rehabilitations. Reclamation recognizes the impor-
tance of a preventive maintenance philosophy and the need for ongoing condition
assessments of our facilities to identify and remediate deficiencies at an early stage.
Through these efforts and applying effective technology and research in these main-
tenance activities, the service lives of these facilities can be lengthened and the need
for major rehabilitation efforts delayed and/or reduced. Reclamation will continue to
work cooperatively with water users in addressing these rehabilitation issues. Ulti-
mately, local water users are responsible for the operation and maintenance of cer-
‘lc)alin gacilities (i.e., facilities transferred for operation and maintenance responsi-

ility).

Question. Are the benefits derived from large projects perceived as more impor-
tant than those of small projects and therefore worth funding?

Answer. No. Each project, large or small, has its own merits and issues.

Question. There is potential that projects will be forced to return O&M to Rec-
lamation when they cannot fund replacement due to failure. What does Reclamation
intend to do when projects begin to fail? And when this potential situation becomes
reality?

Answer. Return of O&M to Reclamation is a possibility. At this point in time, we
cannot predict what will occur other than Reclamation would examine the causes
of failure, the potential consequences to the project sponsors and other factors such
as the environment, and the economic merits of reinvesting in the project. We be-
lieve that the loan guarantee program as discussed above will reduce the likelihood
of O&M being returned to Reclamation.

REPAYMENT CONTRACTS

Question. Our repayment contract states that we, the project operating entity, are
entrusted to and expected to protect the Federal interest, i.e. the Mancos Project.
Why are we trying to convince the Bureau of Reclamation to support our efforts?

Answer. Reclamation supports the efforts of managing entities to protect the Fed-
eral investment. In the case of the Mancos Project, the existing O&M contract speci-
fies that the Mancos District is responsible for the operations and maintenance, in-
cluding repair, of all project facilities.

Question. Why does Reclamation fear we are trying to “take away” from their
budget? We should both be working toward the same goal.

Answer. Reclamation consistently supports and is committed to its projects as au-
thorized by public law in accordance with legal contracts. For example, on the
Mancos Project in Colorado, the contract between Reclamation and the Mancos
Water Conservancy District states that the District will be responsible for operation,
maintenance and rehabilitation of the project facilities rather than Reclamation.

Question. Very recently it was announced that Reclamation had saved several mil-
lion dollars on a project and were able to lower their budget. Was it possible for
them to re-route the savings and begin to address the rehabilitation problems sur-
facing? If so, why didn’t they?

Answer. Unless the specific project in the question is named it would difficult to
comment on how any project savings may have been used elsewhere or when the
savings would have been realized. Reclamation is constrained in how it spends ap-
propriated funds by public law and legal agreements. Transferring or reprogram-
ming funds between projects is also subject to Congressional guidelines.

QUESTIONS SUBMITTED BY SENATOR BYRON L. DORGAN
OVERALL BOR FUNDING

Question. The administration has written that “water is the lifeblood of the Amer-
ican West and the foundation of its economy.” Yet when the President released his
budget earlier this year, he proposed a nearly $140 million budget cut for the arm
of the government responsible for the supply and management of much of that
water in the West, the Bureau of Reclamation. How will the Bureau of Reclamation
address the growing water needs of the Western part of this country with even less
resources than the previous year?

Answer. We believe the funding level is sufficient to address Reclamation’s re-
sponsibilities related to the growing and changing water needs of the West. Through
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collaboration and partnerships, we believe we can stretch limited Federal dollars
further. For example, part of the funding in fiscal year 2007, is for the Water 2025
program that continues to focus on preventing crises and conflicts in the West, par-
ticularly in the problem areas identified on the Potential Water Supply Crises by
2025 illustration, May 5, 2003. The $14.5 million request will fund three program
components: Challenge grants, water system optimization reviews, and research to
improve water purification technology.

The $14.5 million includes a request of $9.7 million to continue the success of the
Water 2025 Challenge Grant Program. The requested amount will help bring the
funding more in line with the demand and with the critical need for projects that
will stretch water resources.

In just 2 years since the inception of the Challenge Grant Program, Reclamation
has funded 68 Challenge Grants to irrigation and water districts and western
States, to address western water conflicts before a crisis occurs. Grants have been
awarded in 16 out of 17 western States, potentially saving up to 285,000 acre-feet
of water, once the projects are fully implemented. An acre-foot of water is enough
to supply a family of four for a year.

The $14.5 million requested also includes $2.1 million for water system optimiza-
tion reviews, a new component of Water 2025 to be introduced in fiscal year 2007.
Funding for system optimization reviews will be awarded through a competitive
process, much like the Challenge Grants. Through water system optimization re-
views, Reclamation will work with willing irrigation and water districts and western
States to identify options for maximizing efficiency and improving water manage-
ment.

Finally, $2.7 million of the Water 2025 funding will be used to continue to fund
research to improve and decrease the cost of water purification technology, including
desalination. Water 2025 funding will be applied to competitive cost-shared grants
for pilot, demonstration, and research projects to improve and test water purifi-
cation technology.

Water 2025 represents one example where Reclamation is leveraging its budget
to resolve water issues in the West through collaboration and partnerships during
a time of limited Federal dollars.

RURAL WATER

Question. As you know, my top priority within the Bureau of Reclamation’s budget
is adequate funding for the Garrison project. A total of 155,000 acres of Ft. Berthold
Indian Reservation land was taken for building the second-largest earth filled dam
in America, the Garrison Dam. The water divided the Reservation down the middle.
The Federal Government owes this tribe and others in North Dakota for its sacrifice
for the Nation.

But this administration’s budget once again fails to live up to that promise by rec-
ommending only $24.21 million for Garrison Diversion, a $3.1 million cut over the
fiscal year 2006 level of $27.311 million. The President’s request does not provide
the necessary funding for the municipal, rural and industrial (MR&I) projects in the
State. The Dakota Water Resource Act of 2000 authorized $200 million for the State
MR&I program and $200 million for the Indian MR&I program. The President’s fis-
cal year 2007 budget only provides $6 million for MR&I projects: $3 million for
State MR&I and $3 million for Indian MR&I. The North Dakota Water Commission
has identified a need of $36 million for MR&I projects in fiscal year 2007.

The President’s budget proposal woefully funds Garrison Diversion. Why is the
}S?edel:)al Government turning its back on its commitments to the residents of my

tate?

Answer. The administration is not turning its back on the residents of North Da-
kota. The fiscal year 2007 President’s budget request continues progress on the Gar-
rison Diversion Unit while maintaining existing infrastructure and other on-going
construction projects throughout the agency, during a time of limited Federal dol-
lars.

Question. As you know, the BOR released its Draft Environmental Impact State-
ment for the Red River Water Supply Project on December 30, 2005. This draft list-
ed 8 potential alternatives and the BOR had a 60-day comment period, which was
extended until the end of March.

I want to thank the BOR for holding all the meetings around North Dakota to
discuss the different alternatives contained within the draft plan. The State of
North Dakota has identified their preferred alternative and it seems like the most
feasible and cost effective plan put forward.

This plan would use a combination of the Red River, other ND in-basin sources,
and Missouri River water. The principal feature of this option would be a pipeline
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from the McClusky Canal to Lake Ashtabula that would release treated MO River
water into the Sheyeene River. The pipe would be sized so peak day demands could
be met by Lake Ashtabula releases. The option would include a biota treatment
plant at the McClusky Canal and a pipeline to serve industrial water demands in
southeastern ND. The biota treatment process would use various disinfection tech-
nologies.

Unlike the other alternatives, this plan would “only” cost $500 million. I say
“only” because the other alternatives range from $600 million to $2.5 billion.

What, if anything, did the Bureau learn from all the meetings around North Da-
kota regarding this plan?

Answer. The proposed alternatives would use water sources in North Dakota and
Minnesota. Public hearings were held in North Dakota and Minnesota to gather
input on all eight (No Action and seven action) alternatives evaluated in the draft
EIS.

The formal input received at these hearings can be categorized as follows: (1) sup-
port for the project; (2) support for the State’s preferred alternative; (3) opposition
to the project; (4) opposition to the State’s preferred alternative; (5) opposition to
interbasin water transfer; (6) concerns with transfer of non-native biota from
interbasin water transfers; (7) concern that the identified need for water is too
large; (8) concern that the Red River Valley residents live within their means (more
water conservation, more drought contingency, more use of in-basin water sources);
(9) concern expressed by Three Affiliated Tribes and Standing Rock Sioux Tribes
that other features of GDU, specifically Indian MR&I, be completed before funding
construction of any Red River Valley Water Supply feature(s); (10) concern ex-
pressed by tribes that diversion would negatively impact their water rights.

Question. Are you finished taking comments on this? If not, how long has the com-
ment period been extended?

Answer. No, the comment period has been extended. The additional time will per-
mit Reclamation and the State of North Dakota the opportunity to work coopera-
tively with the Environmental Protection Agency (EPA) to address and resolve
issues raised by EPA.

Question. Is it still your intention to publish the final EIS in December of this
year?

Answer. Yes. Reclamation plans to distribute the final EIS by December 31, 2006.

Question. From a preliminary standpoint, is the Bureau looking at any one alter-
native in particular?

Answer. No. We are going to evaluate all comments and data before identifying
a preferred alternative.

Question. Is the State’s alternative the most likely at this point and if so is the
administration already engaging the Canadian government on potential concerns re-
garding the Boundary Waters Treaty Act? I know it may be premature, but I do
not want the project held up based on unsubstantiated allegations regarding biota
transfers.

Answer. Until all comments have been received and evaluated it is premature to
assess any one of the alternatives as “most likely.” Canada has participated in tech-
nical discussions on the Red River Valley Water Supply project but has not been
engaged formally at this time. Reclamation has briefed the State Department on the
issues associated with treaty compliance.

Question. And to that point, has the Canadian Government submitted any com-
ments on the proposals? More specifically, has the Canadian Government indicated
any alternative to what the BOR has proposed?

Answer. Although Canada was invited to participate on the Red River Valley
Water Supply Needs and Options studies they declined to be a formal member of
the team. Manitoba and Environment Canada participated as observers but did pro-
vide technical comments during the study process and on the draft Needs and Op-
tions report. Both Manitoba and Environment Canada are expected to comment on
the draft EIS. At this time, Canada has not proposed any new alternatives. Their
comments to date have made it clear that they oppose any interbasin water trans-
fer, are concerned about potential transfer of non-native biota associated with a
transfer of Missouri River water, and would like a reference to the International
Joint Commission.
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QUESTIONS SUBMITTED BY SENATOR DIANNE FEINSTEIN
FUNDING FOR FRIANT—NRDC SETTLEMENT

Question. The Department of the Interior is a party to the negotiations to settle
the long standing litigation over the San Joaquin River. I'm aware that settlement
discussions are confidential and have not been completed, but I understand that the
Justice Department has told the Court that the Department expects negotiations to
be substantially completed by mid-April.

If the Justice Department is correct in its assessment and the parties’ settlement
is approved by the Court, can we assume that you will begin your San Joaquin
River restoration activities as soon as possible, including in fiscal year 2007, and
if so, how would the Bureau fund such activities? A Settlement wasn’t anticipated
when the Bureau drafted its fiscal year 2007 budget request, so the request doesn’t
include funding for fiscal year 2007 restoration actions.

Answer. As you know, settlement discussions are continuing. If a settlement is
eventually reached and if it is approved by the Court, Reclamation could be able
to begin 1initial activities associated with the restoration activities outlined in the
settlement using a portion of the Central Valley Project Improvement Act (CVPIA)
Restoration Fund which has been identified in the 2007 budget request for use on
San Joaquin River activities.

Question. What source of existing revenues (i.e. the Judgment Fund, CVPIA Res-
toration Funds, the Friant Surcharge, Cal Fed, or other Energy and Water appro-
priations) can be applied to this effort in fiscal year 2007?

Answer. There are a number of possible sources of funding. This is a matter under
consideration in the confidential settlement discussions.

Question. As you know, Congressman Radanovich, Governor Schwarzenegger and
I have all urged the Bureau to reach a settlement of this case. Now that the parties
appear close to reaching an agreement, will implementation of a San Joaquin River
settlement be a future funding priority for the Bureau?

Answer. The Department appreciates the effort that all of the parties to the litiga-
tion have committed to the settlement negotiations, and we remain hopeful that a
settlement will ultimately be reached. Establishing funding priorities in any given
year will, of course, require discussions with the Office of Management and Budget,
as well as subsequent acts of Congress.

CALFED STORAGE STUDIES

Question. I strongly believe that with a growing population, global warming, and
other challenges, California greatly needs new water supply. I understand that your
current schedule is to finish the last of the four CALFED storage feasibility studies,
for the Upper San Joaquin storage project, in July 2009.

Is there anything that I can do to get this study finished faster? If there is any
potential delay in getting the approval of other State or Federal agencies, will you
let me know right away so I can try to get the process moving?

Answer. We have been reviewing our schedules and believe that there may be op-
portunities to expedite the investigation such that all four studies including the
Upper San Joaquin storage investigation could be completed by the end of 2008.
These opportunities are dependent on the results of on-going technical studies as
well as the level of cooperation we receive from our State partners and other State
and Federal CALFED agencies and stakeholders. Based on our current schedule of
tasks to complete the investigations, additional funding above the budget request
is not required at this time to support expediting the schedule. We hasten to add
that completion of these studies does not mean that the projects will be ready to
begin construction; these are merely documents that will aid the Federal Govern-
ment in determining whether these proposed projects are feasible and how they fit
into broader nationwide priorities for investment.

ENVIRONMENTAL WATER ACCOUNT

Question. The administration asked for $10 million for the environmental water
account in its fiscal year 2007 CALFED funding request. How critical is this envi-
ronmental water account funding for avoiding or minimizing harm to the Delta
gmelfl ?and other pelagic fish while delivering water to farmers and cities to the

outh?

Answer. The Environmental Water Account (EWA), authorized in the 2004
CALFED Bay-Delta Authorization Act, is a pilot water management program, and
is integral to making balanced progress in implementing the CALFED program. It
is designed to help protect and increase survival, and aid in the recovery of at-risk
native fish species of the Bay-Delta, including the Delta Smelt, by strategically im-
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plementing pumping curtailments at the Central Valley Project’s Tracy Pumping
Plant and the State Water Project’s Banks Pumping Plant. Whether the actions of
the EWA do contribute to the recovery of at-risk native fish populations is a ques-
tion that remains unanswered.

Given the current situation regarding the decline of pelagic fish populations and
ongoing investigations into the reasons for this decline, the EWA agencies, as well
as many other concerned entities, have made this matter a high priority. A multi-
year science effort was initiated in 2005 by the agencies involved in the Interagency
Ecological Program to determine the causes of the Pelagic Organism Decline (POD)
in the Delta. Part of this effort includes identifying the role, if any, that water
project operations in the Delta might have had in the POD.

Additionally, the CALFED Science Program has already initiated the development
of fish population models for the Delta that will increase our understanding of how
certain actions in the Delta affect fish populations. The results of these efforts will
likely increase our understanding of how effective the EWA program has been in
helping Delta fish populations. Because of the current situation in the Delta, it is
critical to have adequate fiscal year 2007 funding for the pilot phase of the EWA
to help ensure sufficient water assets are acquired for fish protection and water sup-
ply reliability purposes.

LOWER TUSCAN AQUIFER WATER SUPPLY INVESTIGATION

Question. 1 have a strong interest in the Bureau of Reclamation supporting lo-
cally-led efforts to investigate the Lower Tuscan groundwater formation, which Con-
gress funded with $2 million in the fiscal year 2006 Energy and Water Development
Appropriations bill. Preliminary study results suggest the Lower Tuscan may hold
as much as 30 million acre-feet of water.

While the potential water supply benefits of the Lower Tuscan formation appear
to be substantial—with early California Department of Water Resources estimates
forecasting as much as several hundred thousand acre-feet in new water available
for agricultural, environmental, and municipal uses—additional technical work must
be completed to determine how this resource can best meet regional and statewide
water supply needs.

Commissioner Keys, I want to thank you for your support for this critically impor-
tant initiative. I understand that the Bureau is working on a cooperative agreement
with Glenn-Colusa Irrigation District to move forward on this project.

Can you update the committee on the Bureau’s progress in moving forward on the
Lower Tuscan work?

Answer. Reclamation is currently working with Sacramento Valley water inter-
ests, in particular with Glenn-Colusa Irrigation District (GCID), to develop a cooper-
ative agreement that will include studies and investigations of the possibility of in-
tegrating the Lower Tuscan Formation into Sacramento Valley surface water sup-
plies. This agreement will be a counterpart to the agreement between GCID and the
Department of Water Resources for Proposition 50 funding for these same activities.

I would also point out that new groundwater supplies, while potentially rep-
resenting a short-term expansion of water supply, and offering potential for conjunc-
tive use (groundwater storage of surface waters), must be carefully managed to
avoid groundwater mining. New groundwater supplies need to be part of a long-
term, sustainable strategy for water use, and should not be used as a one-time
windfall.

Question. When do you anticipate finalizing the cooperative agreement?

Answer. We expect to receive a completed proposal from GCID no later than June
14, 2006, and to enter into a Cooperative Agreement with GCID prior to the end
of fiscal year 2006.

CALFED WATER USE EFFICIENCY PROJECTS

Question. I understand that the Bureau is now accepting grant applications from
agricultural and urban water districts for $2.4 million from Congress’s fiscal year
2006 appropriation for CALFED water use efficiency projects. Can you tell me about
the types of projects you expect to fund, and how much water they could save to
be used for other purposes?

Answer. Funding is available for agriculture and urban projects. Applicants for
the CALFED Water Use Efficiency Grants Program must be local public agencies
involved with water management (cities, counties, joint power authorities, or other
political subdivisions of California) or incorporated mutual water companies.

To be eligible for financial assistance, a proposed activity must have a defined re-
lationship to CALFED objectives. These objectives include: improving and increasing
habitats, improving ecological functions for ecosystem quality, providing good water
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quality, and reducing the mismatch between the Bay-Delta water supply and its
current and projected uses.

Proposals that will be considered for funding are agricultural projects including
canal lining, spill and tailwater recovery systems, automated canal structures, and
evaluation of improved water efficiency, and urban projects that satisfy the imple-
mentation of the urban Best Management Practices, such as, residential plumbing
retrofits, Commercial Industrial and Institutional water conservation efforts (water
used primarily by hotels, restaurants, commercial/office buildings, manufacturers,
gnd public service facilities), large landscape conservation, metering, and system au-

its.

WATER RECYCLING PROJECTS AND TITLE XVI

Question. In 1999, California water districts submitted the San Francisco Bay
Area Regional Water Recycling Program feasibility study to the Bureau of Reclama-
tion. This regional plan consisted of 19 projects that if constructed would produce
125,000 acre feet of recycled water by 2010. In 2001, California water districts sub-
mitted the Southern California Comprehensive Water Reclamation and Reuse feasi-
bility study to the Bureau. If constructed, the 34 projects in this regional plan would
generate 451,000 acre feet of recycled water. The Bureau has been reviewing these
studies for the past 7 and 5 years, respectively. Is this the typical time it takes to
review Title XVI feasibility studies?

Answer. The Bay Area Regional Water Recycling Program (BARWRP) study was
submitted to Reclamation in 1999 by the local water agencies. The Southern Cali-
fornia Comprehensive Water Reclamation and Reuse Study (SCCWRRS) was com-
pleted by Reclamation, in cooperation with local water agencies, in 2001. The re-
ports documenting these studies were submitted to Congress, which completed Rec-
lamation’s responsibility under Sections 1610 and 1606 (respectively) of Title XVI,
Public Law 102-575. These studies were regional and programmatic in nature and
were not intended to determine the feasibility of individual projects; therefore, Rec-
lamation has not been reviewing these studies or specific projects identified in either
of tlllese reports to determine their feasibility during the past 7 and 5 years, respec-
tively.

However, Public Law 108-361 required Reclamation to determine whether subse-
quent reports and other documentation submitted by individual project proponents
met the requirements of the 1998 Title XVI Guidelines for determining project feasi-
bility, and this review has now been completed and provided to Congress.

Question. Is it true the Bureau has not yet completed its review process?

Answer. Reclamation has completed its review of the reports and other docu-
mentation submitted by project proponents in response to our request for informa-
tion for the report directed by Public Law 108-361. The report was transmitted
April 28, 2006.

Question. When can both Congress and the projects sponsors expect to receive the
Bureau’s completed review?

Answer. The report was transmitted April 28, 2006.

SUBCOMMITTEE RECESS

Senator DOMENICI. Anyway, with that sad tale, we are in recess.
[Whereupon, at 11:10 a.m., Tuesday, March 28, the subcom-
mittee was recessed, to reconvene subject to the call of the Chair.]
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OPENING STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. The hearing will please come to order. Now,
this is a very lengthy hearing. We are going to try to do it all. I
do not know if we can finish it in the time allotted. If we do not,
we will hold it over to this afternoon and try to finish it for whom-
ever can come. The witnesses that are not finished this morning,
please understand, get on your telephones and advise people you
might have to be here this afternoon.

I have a very lengthy statement. There is no other way for me
to do it. But I am going to yield to the distinguished ranking mi-
nority leader for his opening remarks. Then I will have mine and
then if either Senator would like. I would like them to keep them
brief and to the point.

Senator Reid, thank you for coming.

STATEMENT OF SENATOR HARRY REID

Senator REID. Mr. Chairman, thank you very much. I appreciate
your courtesy. I know everyone is busy and I feel that I should not
step out of line, but I appreciate your allowing me to do so.

Secretary Garman, Dr. Orbach, I am delighted to see the pro-
posed increases for the Office of Science Research Programs. As a
supporter of balanced energy policy, I believe that your office has
an absolutely critical role to play in delivering discoveries and sci-

(89)
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entific tools that transform our understanding of energy and mat-
ter in areas as diverse and fundamental as biological and environ-
mental research to nuclear power and even fusion.

I am also pleased to see the proposed increases for energy
sciences, computing, nuclear physics, fusion energy, including the
$41 million increase for the International Thermonuclear Experi-
mental Reactor project, known as ITER.

Dr. Garman, I am similarly pleased to see the increases for the
proposed Advanced Energy Initiative. I laud the value of research
and development to promote American energy security and a cor-
responding decrease in our dependence on foreign resources. I also
believe that the proposed initiatives in biofuels, hydrogen, and
solar research can all play a significant role in our future energy
security.

I am, though, disappointed by your decision to zero out the geo-
thermal energy program. I am really somewhat mystified. I see
nothing in the budget request to defend this action of yours, so I
assume you are hard-pressed to come up with an answer. Geo-
thermal is really something that needs to be used. It is there, it
is at our fingertips, and some have referred to Nevada as the Saudi
Arabia of geothermal energy.

I have a series of questions and a separate statement for the
record on this issue and I ask consent that I can submit these to
you.

Senator DOMENICI. Without objection.

Senator REID. Though you should be assured I will continue to
press for geothermal energy in next year’s budget, this year’s budg-
et, fiscal year 2007.

I hope you will also take some time to discuss why you did not
avail yourself of the fiscal flexibility offered in last year’s con-
ference report concerning Congressionally directed activities. I am
very eager to understand what led you to the conclusion that laying
off National Renewable Energy Lab employees, if only for a week,
made sense, given the broad authority you had to avoid such an
outcome. It embarrassed the President and it embarrassed all of
us.
This subcommittee needs to be in a position to support the Presi-
dent’s competitiveness and energy initiatives. However, unless this
committee receives a higher budget allocation some very difficult
choices will have to be made between proposed increases in nuclear
and renewable energy programs, while programs such as fossil en-
ergy are severely shortchanged. For every huge plus-up of new
ideas by the President, you have cut huge congressional priorities.
Congress is going to have to restore your indefensible, I believe in-
defensible, cuts to the weatherization program, clean coal power
initiative, and geothermal energy programs, just to name a couple.

The most likely sources of these funds in a flat budget environ-
ment are big initiatives that are seeing huge funding pushes and
it is hard for us to comprehend that. For example, Yucca Mountain.
The Department has requested $544 million. This represents an in-
crease over the $495 million of last year of $50 million. I am con-
vinced that the proposed Yucca Mountain nuclear waste dump will
never be built. We know it is mired in scientific, safety, and tech-
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nical problems. When this bill was passed 20 years ago, there was
reason for doing it. It has not worked well.

In 1987 Congress, as we know, took additional action. It was
based on political expediency and it has not worked well. DOE has
been studying this site for 20 years. The studies are incomplete
and do not provide a basis for evaluating whether Yucca Mountain
is a safe site for storing nuclear waste or that we can transport it
across America’s highways and railways to our communities, past
our schools and hospitals and through major metropolitan areas.
Transportation of nuclear wastes around the country and to Yucca
poses hazards to public health, economic and national security, and
environmental safety from accidents and terrorist acts, issues that
did not exist in 1982, issues though which, with the changing envi-
ronment, DOE has refused to address.

Moving about 80,000 tons of waste to Yucca would involve at
least 55,000 truckloads, maybe as many as 10,000 rail shipments,
through counties which include 250 million people—Sacramento,
Buffalo, Denver, Chicago, the District of Columbia.

Before his election, President Bush wrote, I quote: “I believe
sound science and politics must prevail in the designation of any
high-level nuclear waste repository. As President, I would not sign
legislation that would send nuclear waste to any proposed site un-
less it has been deemed scientifically safe.” Again, President Bush
let politics and unsound science prevail.

A few of the scientific problems that we have seen even in the
last year-and-a-half include: a court decision throwing out EPA’s
radiation protection standards as they were not strong enough to
protect the public from radiation exposure and failed to follow the
recommendations of the National Academy of Sciences. Next, EPA
published in 2005 its revised standards for the proposed site, which
most scientists believe are inadequate, do not meet the law’s re-
quirements, and do not protect public health and safety. In fact,
EPA is proposing the least protective health radiation standard in
the whole world.

Numerous scientific and quality assurance problems with trans-
portation have also been brought to our attention, problems dealing
with transportation, corrosion of casks, effectiveness of materials,
causing DOE to suspend work on the surface facilities and to issue
a stop-work order on the containers.

Also, DOE revealed that documents and models about water in-
filtration at Yucca Mountain had been falsified. People lied about
it. They whitewashed the problem, but they cannot whitewash the
DOE Inspector General’s report that DOE continues to ignore fal-
sification of technical and scientific data on the project. This is not
the governor of Nevada or some State legislature, but it is the In-
spector General of the Department of Energy that says this, that
the DOE continues to ignore falsification of technical and scientific
data.

In numerous media reports, the administration has confirmed
that it is preparing a legislative package that will remove health,
safety and legal requirements, a clear admission, I suggest, that
the project is a public health and safety and scientific failure.

It should be clear to anyone that the proposed Yucca Mountain
project is not going to move. It will never open. Yet we must safely
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store spent nuclear fuel. It is time to look at other alternatives.
Fortunately, the technology to realize a viable, safe, and secure al-
ternative is readily available and can be fully implemented within
a decade. That technology is on-site dry cask storage. As we speak,
dry casks are being safely used at 34 sites throughout our country.
Even NEI projects 83 of the 100 active reactors will have dry cask
storage by 2050.

Senator Ensign and I have a bill that would safely store nuclear
waste while we look for a scientifically based solution, the Spent
Fuel On-Site Storage and Security Act. Our bill requires commer-
cial nuclear utilities to secure waste in licensed on-site dry cask
storage facilities. There is no justification for endangering the pub-
lic—I pushed it down with my card. Thanks, Mr. Chairman.

There is no justification for endangering the public by rushing
headlong toward a repository that is fraught with scientific, tech-
nical, and geological problems when it can be stored safely and se-
curely in dry casks. The bill guarantees all Americans that our Na-
tion’s nuclear waste will be stored in the safest way possible. So
it is time we proceed to address the problem, the safe storage of
spent nuclear fuel, and stop pouring hundreds of millions of dollars
every year down the drain.

PREPARED STATEMENTS OF SENATOR HARRY REID

Since the Yucca project I believe is a failure, I will continue to
oppose it. I want to, Mr. Chairman, spread on the record how, even
though we have butted heads on this issue for many, many years,
it has all been in the sense of policy differences. You have been a
gentleman to work with and I appreciate that, extending today to
allowing me to go first, and I apologize to my colleagues for taking
as long as I have with the statement.

[The statements follow:]

PREPARED STATEMENT OF SENATOR HARRY REID

Mr. Chairman, I appreciate you holding this combined hearing today to discuss
the fiscal year 2007 budget request for a large number of Department of Energy pro-
grams, including the Office of Science, the Energy Efficiency and Renewable Energy
programs, the Office of Electricity, the Fossil Energy program, the nuclear energy
program, the Office of Legacy Management, the Office of Environment, Safety and
Health, the Environmental Management program and, of course, the Yucca Moun-
tain program.

I am pleased to welcome Mr. Dave Garman, the Under Secretary for Energy,
Science, and the Environment, and Dr. Raymond Orbach, the Director of the Office
of Science.

I am going to submit several longer statements for the record regarding the En-
ergy Supply Program and Office of Science generally, and the geothermal energy
program specifically.

However, while I am here today, I would like to offer several brief observations
about the overall budget request for these programs and then a much longer discus-
sion about the on-going government failure and embarrassment that is the Yucca
Mountain Program.

Mr. Chairman, I will try to be brief.

Dr. Orbach, I am delighted to see the proposed increases for the Office of Science
research programs. As a supporter of a balanced energy policy, I believe that your
office has an absolutely critical role to play in delivering discoveries and scientific
tools that transform our understanding of energy and matter in areas as diverse
and fundamental as biological and environmental research to nuclear power and fu-
sion.
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I am pleased to see the proposed increases for basic energy sciences, computing,
nuclear physics, and fusion energy including the $41 million increase for the Inter-
national Thermonuclear Experimental Reactor project (ITER).

I was prepared to ask you some very specific questions about job impacts based
on enactment of this budget request to make sure we avoid any problems similar
to what we faced this year, but given the massive increases I think I can forgo that
line of questioning.

Mr. Garman, I am similarly pleased to see the increases for the proposed Ad-
vanced Energy Initiative. As you are aware, I laud the value of research and devel-
opment to promote American energy security and a corresponding decrease in our
dependence on foreign resources. Further I believe that the proposed initiatives in
Biofuels, Hydrogen, and Solar research can all play a significant role in our future
energy security.

I am, however, mystified by your decision to zero our the geothermal energy pro-
gram. I see little effort in the budget request to even bother to try to defend this
action, so I assume you were hard-pressed to dream one up. I have a very long se-
ries of questions and a separate statement for the record on this issue. However,
it is safe to say that there will be a geothermal energy program in fiscal year 2007.

I hope you will also take some time to discuss why you did not avail yourself of
the fiscal flexibility offered you in the fiscal year 2006 Conference Report concerning
Congressionally-directed activities. I am very eager to understand what led you to
the conclusion that laying off National Renewable Energy Lab employees, if only for
a week, made sense given the broad authority you had to avoid such an outcome.

Finally, this subcommittee wants to be in a position to support the President’s
Competitiveness and Energy Initiatives. However unless this committee receives a
higher budget allocation, some very difficult choices will have to be made between
proposed increases in Nuclear and Renewable Energy programs while program such
as Fossil Energy are severely shortchanged.

For every huge plus-up of shiny new ideas by the President, you have cut huge
Congressional priorities. Congress is going to have to restore your indefensible cuts
to the Weatherization Program, the Clean Coal Power Initiative, and the geo-
thermal energy program, just to name a few. The most likely sources of these funds,
in a flat budget environment, are big initiatives that are seeing huge funding
pushes.

As for Yucca Mountain . . . .

The Department has requested $544 million for fiscal year 2007 for the nuclear
waste repository program. This represents an increase over the current year appro-
priated amount of $495 million by approximately $50 million.

I am convinced that the proposed Yucca Mountain nuclear waste dump will never
be built because the project is mired in scientific, safety and technical problems.

In 1982, Congress passed the Nuclear Waste Policy Act, which called for disposal
of nuclear waste in a deep geological repository that would remain stable for thou-
sands of years and directed DOE to pick the most suitable site based on the natural,
geologic features of the site.

In 1987, Congress took action based on political expediency and limited DOE’s
studies to Yucca Mountain, despite the fact that the criteria in the Act would dis-
qualify the Yucca Mountain site.

DOE has been studying the site for 20 years. The studies are incomplete and do
not provide a basis for evaluating whether Yucca Mountain is a safe site for storing
nuclear waste or that it can be transported safely across America’s highways and
railways and through our communities, past our schools and hospitals and through
major metropolitan areas.

Transportation of nuclear waste around the country and to Yucca poses hazards
to public health, economic and national security and environmental safety from acci-
dents and terrorist attacks, issues which DOE has not addressed.

Moving 77,000 tons of waste to Yucca would involve about 53,000 truck shipments
or 10,000 rail shipments over 24 years, through counties in which nearly 250 million
people live, including Sacramento, Buffalo, Denver, Chicago, Washington DC, and
Las Vegas.

Before his election, President Bush wrote, “I believe sound science, not politics,
must prevail in the designation of any high-level nuclear waste repository. As Presi-
dent, I would not sign legislation what would send nuclear waste to any proposed
site unless it’s been deemed scientifically safe.”

Now President Bush is letting politics and unsound science prevail at Yucca
Mountain.

11}1 few of the scientific problems that we have seen the last year and a half in-
clude:
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—In 2004, the Court threw out EPA’s first radiation protection standards for
Yucca because they were not strong enough to protect the public from radiation
%xposure and failed to follow the recommendations of the National Academy of

ciences.

—In 2005, EPA published its revised standards for the proposed Yucca Mountain
high-level waste dump, which are wholly inadequate, do not meet the law’s re-
quirements and do not protect public health and safety. In fact, EPA is pro-
posing the least protective public health radiation standard in the world.

—Numerous scientific and quality assurance problems with transportation plans,
corrosion of casks, the effectiveness of materials, etc., causing DOE suspend
work on the surface facilities and NRC to issue a stop work order on the con-
tainers.

—In addition, DOE revealed that documents and models about water infiltration
at Yucca Mountain had been falsified. They whitewashed this problem, but can-
not whitewash the DOE Inspector General’s report that DOE continues to ig-
nore falsification of technical and scientific data on the project.

In numerous media reports, the administration has confirmed that it is preparing

a legislative package that will remove health, safety and legal requirements, a clear
admission that the project is a public health, safety and scientific failure.

It should be clear to anyone that the proposed Yucca Mountain project is not
going anywhere. Yucca Mountain will never open.

Yet, we must safely store spent nuclear fuel.

It is time to look at other nuclear waste alternatives. Fortunately, the technology
to realize a viable, safe and secure alternative is readily available and can be fully
implemented within a decade if we act now. That technology is on-site dry cask stor-
age.

Dry casks are being safely used at 34 sites throughout the country. NEI projects
83 of the 103 active reactors will have dry storage by 2050.

Senator Ensign and I have a bill that would safely store nuclear waste while we
look for a scientifically-based, safe solution—The Spent Fuel On-Site Storage and
Security Act of 2006, S. 2099. Our bill requires commercial nuclear utilities to se-
cure waste in licensed, on-site dry cask storage facilities.

There is absolutely no justification for endangering the public by rushing head-
long towards a repository that is fraught with scientific, technical and geological
problems when it can be stored safely and securely in dry casks. Our bill guarantees
al%)lAmericans that our Nation’s nuclear waste will be stored in the safest way pos-
sible.

It is time we addressed to problem at hand—the safe storage of spent nuclear
fuel—and stopped pouring taxpayers’ money down the drain on a project that could
endanger all of our citizens.

The Yucca Mountain project is a failure. I vow to continue to fight this project.

Thank you, Mr. Chairman. As always, I look forward to working on these issues
with you and your staff.

SUPPLEMENTAL STATEMENT OF SENATOR HARRY REID
REGARDING THE TERMINATION OF THE GEOTHERMAL ENERGY PROGRAM

We need to put America on the path to energy independence with policies that
promote advanced energy technologies. Energy is critically important to America’s
future and our national security. That’s why I joined as a leader in the Democrats’
plan to make America energy independent by 2020.

Our plan builds on a fundamental commitment to support expanded renewable
energy development. The development of renewable energy will bolster our national
security, protect our environment, and create jobs in Nevada, while also providing
a steady, reliable supply of energy for consumers.

Nevada has many features that make it an ideal location to develop renewable
energy sources. In fact, our State has been a leader in this area for many years.
Nevada is particularly rich in geothermal energy, which could meet one-third of our
State’s energy needs. I worked with then-Energy Secretary Bill Richardson to
launch the Geopowering the West initiative in 2000 to help develop Nevada’s tre-
mendous geothermal potential. This project funds public/private partnerships to de-
velop geothermal power in Nevada, California, New Mexico, and Utah, with the ulti-
mate goal of providing 10 percent of the electricity needs of the Western States from
geothermal sources by the year 2020.

One of the great advantages of renewable energy is that these technologies work
in harmony with the environment and do not leave a legacy of dangerous waste
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products that future generations will have to figure out how to deal with. One of
the best legacies we can leave to our children is a clean environment and a history
of preservation of our natural beauty and wilderness. We always will need clean
water to drink and safe air to breathe. While we have made much progress over
the last 30 years, it is critical that we maintain our strong commitment to safe-
guarding our Nation’s natural heritage and protecting our environment.

Our Nation’s leadership must put us on a path that protects the environment and
builds a new, sustainable economy. Both the environment and the economy are cru-
cial to our Nation. Without a strong economy, it is impossible to protect our environ-
ment adequately. Without a healthy environment, our economy cannot thrive. The
best technologies to address both our energy and economic needs are energy effi-
ciency and renewable energy, and I believe that most of my colleagues in the Senate
would agree with that assertion.

For a moment, I thought I might hear the administration agreeing with us. The
proposed fiscal year 2007 Budget of the Department of Energy began with fanfare
that gave that impression. In its press release on February 6, DOE said: “ . . . the
Department of Energy (DOE) requests $23.6 billion, a $124 million increase over the
fiscal year 2006 request. The fiscal year 2007 budget request makes bold invest-
ments to improve America’s energy security while protecting our environment, puts
policies in place that foster continued economic growth, spurs scientific innovation
and discovery, and addresses the threat of nuclear proliferation.”

But getting past the fanfare, the reality of the proposed fiscal year 2007 budget
is far different. The administration’s budget goes in the opposite direction, cutting
efforts to develop clean, renewable energy and promoting technological choices that
will make our nuclear proliferation a greater threat and expanding our nuclear
waste legacy to future generations.

PROVIDING RELIABLE, CLEAN ELECTRIC POWER

One of the challenges we face is meeting the growing demand for electric power,
particularly in the West. The Western Governors Association has estimated that
over 50,000 MW of new electric power generation will be needed to meet growing
demand in the next decade. How we meet these needs will have profound con-
sequences for Nevada, the West and the Nation.

DOE’s proposed budget seems to make some clear and rather abrupt choices re-
garding future power production options. The DOE Budget documents asserts: “Few
technologies provide clean, reliable, baseload electricity—only nuclear power” (DOE
fiscal year 2007 Budget presentation Power Point, page 6).

It is true that few technologies can provide electricity that is clean, reliable, and
baseload—many technologies suffer from problems with intermittent generation and
offer only peaking support. But, the Department’s budget inexplicably increases
funding for these intermittent technologies while completely gutting the most prom-
ising renewable technology that can provide reliable baseload power—geothermal
energy.

The Department’s own Geothermal Program Strategic Plan stresses these values
of geothermal energy. It states:

“The Earth houses a vast energy supply in the form of geothermal resources.
These resources are equivalent to 30,000 years of energy for the United States at
current rates of consumption. However, only about 2,600 MWe of geothermal power
is installed today. Geothermal has not reached its full potential as a clean, secure
energy alternative because of concerns or issues with resources, technology, commit-
ment by industry, and public policies. These concerns affect the economic competi-
tiveness of geothermal energy.

“The U.S. Department of Energy’s Geothermal Technologies Program seeks to
make geothermal energy the Nation’s environmentally preferred baseload energy al-
ternative. The Program’s mission is to work in partnership with U.S. industry to
establish geothermal energy as an economically competitive contributor to the Na-
tion’s energy supply.”

But, the geothermal strategic plan indicated that the program could not reach its
goals until at least 2040 because of its limited funding. It went on to say that “Dou-
bling the Program’s budget” would accelerate achieving the program goals and they
could “be attained by 2020, resulting in an overall budget savings of $100 million.”

Sm:nds like doubling the geothermal research program would be a good invest-
ment!

If the Department’s researchers felt they could bring tens of thousands of
megawatts of reliable, baseload geothermal power on-line by 2020 with a doubling
of the budget, you would think that recommendation would receive top priority. But
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it obviously didn’t. Instead, the Department of Energy budget has proposed to zero-
out the geothermal program. It has chosen to undermine progress in a technology
that can effectively compete with nuclear power or fossil fuels to provide reliable
electric power.

Why? What rationale could possible support such a decision? Well, Secretary
Bodman explained to the Senate Energy Committee: “While the budget proposes in-
creases for Biomass, Solar and Hydrogen research, the Geothermal Program will be
closed out in fiscal year 2007 using prior year funds. The 2005 Energy Policy Act
amended the Geothermal Steam Act of 1970 in ways that should spur development
of geothermal resources without the need for subsidized Federal research to further
reduce costs.”

So is DOE blaming Congress! We simply went too far in the Energy Policy Act
supporting geothermal energy, and now it doesn’t need DOE support?

But, let’s compare these choices for a moment. DOE proposes $0 for geothermal
energy, but it has asked for $632.7 million for nuclear energy activities. I guess
EPAct didn’t take care of nuclear power as well. But, that doesn’t seem to be the
case. Here for the record is how the Senate Energy Committee views the highlights
of EPAct’s provisions supporting nuclear energy and geothermal energy:

“Highlights of the Energy Bill—Senate Energy Committee

“Nuclear Power

“Nuclear energy is the world’s largest source of emission-free energy. Nuclear
powerplants produce no controlled air pollutants, such as sulfur and particulates,
or greenhouse gases. The use of nuclear energy in place of other energy sources
helps to keep the air clean, preserve the Earth’s climate, avoid ground-level ozone
formation and prevent acid rain.

“The bill has several provisions to ensure that nuclear energy remains a major
component of the Nation’s energy supply. Nuclear power currently provides 20 per-
cent of America’s electricity. It is our cheapest form of electricity, second only to hy-
dropower. It one of our safest, most reliable and cleanest energies.

“The energy bill offers a 1.8 cent per kilowatt hour production tax credit for elec-
tricity produced by new nuclear power. This applies only to the first half dozen ad-
vanced nuclear powerplants.

“It offers federal loan guarantees for innovative technologies—including new ad-
vanced nuclear reactors—that will diversify and increase energy supply while pro-
tecting the environment. These guarantees are available only for new technologies
that provide clean energy and protect the environment. Those seeking guarantees
pay into the U.S. Treasury a sum equal to the financial risk assessed by the CBO,
thus not costing taxpayers a dime.

“Establishes standby support framework through the DOE for new nuclear plant
construction against regulatory or judicial delays for six reactors. This standby sup-
port would cover the delay before plant is put into operation.

“Extends Price Anderson liability protection is extended through 2025 for both
NRC licensees and DOE contractors.

“Creates a stand-by support program to ensure that consumers do not have to pay
higher electricity bills because of unforeseen delays in the construction of new nu-
clear powerplants due to bureaucratic red tape or litigation. The program insures
the utilities for the cost of these delays.

“Provides for the export of high enriched uranium to Canada, Belgium, France,
Germany or the Netherlands for the sole purpose of producing diagnostic and life
saving medical isotopes until a low enriched uranium alternative is commercially
viable and available.

“Requires the DOE to propose a permanent disposal facility to Congress for Great-
er Than Class C waste within one-year of enactment.

“Strengthens security of nuclear facilities, including improved federal oversight of
plant security and the expansion of federal statutes for sabotage of nuclear facili-
ties.”

“Geothermal

“Geothermal energy is an abundant energy in various parts of the country that
is under-utilized. Geothermal energy is clean, renewable and, in countries like Ice-
land, is a primary source of energy.

“The energy bill creates a competitive geothermal leasing program that allows the
private sector—not just government geologists—to identify geothermal areas for
leasing. The program is intended to bring geothermal energy to the market sooner.
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“The bill also includes incentives to counties to encourage geothermal develop-
ment by allowing them to keep a percentage of the royalties from that develop-
ment.”

Well, at least according to the Senate Energy Committee EPAct seems to have
done a lot more for nuclear power than geothermal energy. Given the Secretary’s
statement justifying terminating the geothermal research program, perhaps he
should take another look at whether the Department needs to continue its nuclear
power programs. Or, for that matter, perhaps other programs as well.

Questions: Department officials have also claimed that the fiscal year 2007 budget
does not reflect the directions it was given in EPAct because their budget was for-
mulated before the new law was passed. Yet, apparently the Department can move
fast enough to terminate the geothermal research program based on EPAct. Can the
Department explain how EPAct figured into its fiscal year 2007 budget deliberations
and provide any studies or other documents that assesses in a comparative fashion
the provisions of EPAct and the Department’s research programs? When does the
Department intend to implement the new initiatives in EPAct—including new ini-
tiatives that direct increased funding for renewable energy research, including geo-
thermal energy?

CONTRADICTIONS TO OTHER STUDIES AND ASSESSMENTS

The decision to close out the geothermal research program also appears to con-
tradict the recommendations of the last external review of the Department of Ener-
gy’s renewable programs, the 2000 report of the National Research Council entitled
Renewable Power Pathways. That National Research Council’s examination of the
geothermal program states in clear terms the importance of the program, and the
recommendation that it continue to be funded: “In light of the significant advan-
tages of geothermal energy as a resource for power generation, it may be under-
valued in DOE’s renewable energy portfolio.”

But, the Department of Energy seems not to agree with this assessment. In other
budget documents the Department presents another rationale for closing out this
program. Basically, it sees geothermal energy as a “regional resource” with limited
applicability. (see “http://wwwl.eere.energy.gov/ba/pdfs/fiscal year
2007 budget brief.pdf.)

Somehow this represents a change in views at the Department of Energy. The De-
partment’s 2003 Strategic plan included geothermal energy research as part of its
efforts to “Improve energy security by developing technologies that foster a diverse
supply of reliable, affordable, and environmentally sound energy . . .”. Geothermal
power was part of DOE’s “long-term vision of a zero-emission future in which the
nation does not rely on imported energy.”

Obviously, something has changed. Somehow, the geothermal resource has shrunk
in the past 3 years! Quite an amazing phenomenon, which probably deserves some
explanation. Today, geothermal resources are used in 25 States for power and direct
use purposes (not including heat pumps) and advanced technology has the potential
to bring geothermal power in use across the country.

The Department used to consider the future potential of geothermal energy to be
quite significant. Today, we produce about 2,800 Megawatts of power from geo-
thermal resources, and the power potential alone was estimated to be many times
that amount. The DOE Geothermal Strategic Plan used to say:

“The U.S. Geological Survey estimated that already-identified hydrothermal res-
ervoirs hotter than 150°C have a potential generating capacity of about 22,000
MWe and could produce electricity for 30 years.! Additional undiscovered hydro-
thermal systems were estimated to have a capacity of 72,000-127,000 MWe. At
depths accessible with current drilling technology virtually the entire country pos-
sesses usable geothermal resources (Figure 1). The best areas are in the western
United States where bodies of magma rise closest to the surface.”

The Department’s strategic plan included a very interesting map that showed the
potential of heat in the earth to contribute to our energy needs. As the map shows,
DOE used to view the technical potential of geothermal energy to span the entire
country from Maine to California.
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Questions: Does the Department agree with the National Research Council that
the US geothermal resource base holds significant potential to contribute to national
energy needs? What actions did the Department take to implement the rec-
ommendations made by the National Research Council in 2000? Has the Depart-
ment had further communications with the NRC about its assessment and any fol-
low-up by the Department? Please provide any documents supporting these actions
and communications?

—How does DOE view the potential of geothermal resources? What has happened
in the past three years to apparently change the Department’s views of the geo-
thermal resource base and its potential?

—What resources does the Department now consider economic: hydrothermal, hot
dry rock, geopressured, magmatic, others?

—The Department had indicated that there were many technological challenges
to achieving production from the vast geothermal resource base. Does the De-
partment now consider these challenges are solved or does the Department have
new information that indicates its prior assessments of geothermal resources
are incorrect?

OMB RATIONALE

The Office of Management and Budget, with whom I presume the Department co-
ordinates its budget, seems to offer some additional rationales for terminating the
geothermal research program. They are just about as interesting as those presented
by the Department itself. There appear to be three main assertions by OMB:

—(1) geothermal technology is “mature” and doesn’t really need more R&D,

—(2) the change in leasing royalty structure from 50/50 to 50/25/25 will make a

substantial difference, so research isn’t needed,

—(3) the forthcoming resource assessment by USGS will solve the industry’s ex-
ploration problems.

—(4) with new tax incentives, geothermal power does not need research support.

With only a very small fraction of the “hydrothermal” resource base not in use,
it seems self-evident to me that most of the vast geothermal resource base is not
economically useable with today’s technology.

Questions: How did the Department determine that geothermal technology was
mature and did they apply this same test to all other technologies in the Depart-
ment’s portfolio?

—Would the Department provide to the Committee any studies it has done of
technological maturity and a chart showing the comparable maturity of all of
the technologies it proposes to fund and not to fund?

—How did the Department decide that nuclear energy, which provides 20 percent
of the electricity in the United States, was somehow not mature while at the
same time deciding that geothermal energy, which provides 0.5 percent of the
electricity in the United States, was mature?
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ROYALTY CHANGES

Regarding the changes in EPAct to Federal royalties, let me say that I support
those changes since they will provide needed support for counties in the West to pro-
vide the infrastructure needed for energy development that benefits the entire Na-
tion, and these funds will help mitigate for the socioeconomic impacts of new devel-
opment on the local community.

But, it is far from obvious to me how splitting the Federal share of the royalties
with the local government is going to make a lot of difference to the climate for geo-
thermal development. It is even less clear how doing so is going to help us with our
needs for new exploration/characterization/resource-management technology. This is
really an “apples and oranges” argument. If I have a broken furnace, it’s nice if you
buy me a new sofa—but it won’t keep my house warm.

Also, the budget also proposes to repeal this provision of EPAct anyway! Perhaps
the Department could clarify this situation. I'm almost afraid to ask.

USGS RESOURCE ASSESSMENT

The next rationale—that the USGS national resource assessment will solve the
industry’s exploration needs—seems to beg questions about what it is that the
USGS really plans to do and how much funding they will have to do anything. Does
the Department of Energy presume that the USGS national resource assessment
will discover new resources or develop new exploration technology?

It’s been my understanding that USGS will not engage in any significant new ex-
ploration activity. What they will do is “assessment” by examining existing field
data (much of which was available clear back in the 1970’s when Circular 790 was
written) and re-interpret it in light of more modern concepts about how geothermal
systems are likely to behave, and in light of field data that has been acquired by
industry since that time. The purpose is to come up with a more realistic appraisal
of how much identified geothermal potential there really is, and where it is located.

However, I understand that this will be a study involving little or no new field
work, no exploration drilling, and no exploration technology development or
verification. The essential fact is that the USGS assessment, while important and
potentially useful for planning purposes (i.e., the WGA study and policy pronounce-
ments by organizations like EIA), is not likely to discover any genuinely NEW re-
sources.

Questions: Does the Department of Energy presume that the USGS national re-
smllrce?assessment will discover new resources or develop new exploration tech-
nology?

—Please explain and detail any new exploration or technology development antici-
pated to be undertaken by the USGS in the conduct of its new national resource
assessment? Please discuss the support, to date, from DOE for these efforts and
the plans, if any, for continued support by DOE for this effort?

—DMy understanding from the industry is that a critical need is better exploration
technology, and that this is an area where technological breakthroughs could
be made. What information does the Department have to support its assertion
that private industry will develop this technology in the next few years without
government research support?

TAX INCENTIVES

Another interesting conclusion that OMB has come to is that with the new tax
incentive offered geothermal power, there is no need for more research funding. The
new tax incentive is the addition of geothermal technology to the list of those eligi-
ble for the Production Tax Credit. Notably, wind and biomass have been eligible for
the production tax credit since 1992, but neither of those programs is proposed for
termination. Also, the current production tax provision expires in 2 years.

I have several questions about this rationale.

Questions: Does the Administration now support having new geothermal facilities
eligible for the full production tax credit? When did the Administration make this
policy change, and where was it communicated?

—Does the Administration now support making the production tax credit perma-

nent? Why wasn’t this reflected in the Administration’s fiscal year 2007 budget?

—What information, analysis, or other information does the Department have

that supports its assertion that this tax credit substitutes for the need for fed-
eral research support? How has the Department applied this measure across
the technologies within its research portfolio, and would the Department pro-
vide a chart comparing the tax treatment provided by law for the technologies
in its research portfolio?
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INTERNATIONAL COMPETITIVENESS

Finally, I would ask about the impact of the proposed research cuts on the inter-
national competitiveness of the geothermal industry. It’'s my impression that the
U.S. industry has been a world leader in geothermal technology, helping develop bil-
lions of dollars of projects around the world.

In fact, in addition to calling for an expanded geothermal research program, the
National Research Council’s Renewable Power Pathways report stresses how the
United States is the world leader in geothermal technology and that the direction
DOE takes with its research program has real consequences for this situation. Their
NRC report states: “the United States has taken the lead in successful commercial
demonstrations of geothermal energy for generating electricity and heat at several
sites and is the current technology leader in the world among very active competi-
tors in Europe and Japan.” They go on to warn “U.S. leadership may be short-lived
because the U.S. R&D program is now much smaller than those of overseas competi-
tors.”

Questions: Is it a fair assumption that with total elimination of the DOE research
program, U.S. leadership in geothermal technology will be lost in a fairly short pe-
riod of time?

—Isn’t this contradictory to the emphasis that the Administration is placing upon

science and technology as underpinnings for our economy and our future?

CONCLUSION

Geothermal energy is an important resource for the Nation. We have only begun
to tap this vast resource. We should not be cutting back on geothermal or other re-
newable resources efforts. We instead should be expanding our effort to use this re-
source in all of its forms more effectively. That means making the Federal produc-
tion tax credit permanent for geothermal and other renewable technologies, expand-
ing our resource assessment efforts by USGS and supporting State agencies and
university research centers, and increasing funding for geothermal research and
outreach by the Federal Government.

Senator DOMENICI. Thank you very much, Senator.

We will proceed now. Let me ask, does any other Senator want
to make a brief statement before I make mine on your side? A brief
one or a long one?

Senator MURRAY. A brief one.

Senator BOND. I have a long one.

Senator DOMENICI. You will wait for your turn?

Senator BOND. I will wait for my turn.

Senator DOMENICI. Okay. I do not even remember what your
issue is here today. You have got a couple of them.

Senator BOND. Coal.

Senator DoMENICI. Coal.

Senator BOND. Coal.

hSena}?tor DowmEeNiIcI. The lack of funding for coal in the budget, is
that it?

Senator BOND. You guessed it. Boy, you just blew my whole
story.

STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. All right. Let me start once again and back
up for a minute, thanking the Senator for his comments. It is true
we do try to work together on this issue. I do not purport here
today for the press—I am not going to answer the points that have
been raised by the distinguished Senator. Obviously we have some
very serious disagreements. We have some ideas that seem to be
merging in terms of where things are going.

Having said that, I want to thank Dr. Ray Orbach and Secretary
Garman for being here today. Dr. Orbach is the current Director
of the Office of Science and the President’s nominee for the newly
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created position of Under Secretary of Science. Dr. Orbach, it is
just a matter of things clearing here and then you will receive your
new title. So I hope you are acting like you are an Under Secretary.

Dr. ORBACH. No.

Senator DOMENICI. You are not? Well, we will let the world know
that as far as this committee is concerned you are, and the Senate
is going to do that pretty soon.

Secretary Garman, we are delighted that you have had time now
to really get your feet wet in this office. It is a tough one. You have
got a big, big agenda, everything from energy efficiency, renew-
ables, the Office of Nuclear Energy, Office of Electricity Delivery
and Reliability, Office of Fossil and R&D and Environment Man-
agement Activities.

It is nice to see you again, and we welcome you to the committee.
We hope you are enjoying the work, but we hope you understand
that you have a terribly difficult job put on your shoulders, and you
are going to have to tell us today that you are pushing hard for
some of the very tough things that have to be done.

In the State of the Union the President announced an American
Competitive Initiative and Advanced Energy Initiative. These ini-
tiatives recognized that the Department’s long-term investment in
physical sciences and energy R&D were of utmost importance. I am
also pleased to see an increasing level of cooperation between the
Office of Science and Energy Research and Development in their ef-
forts to solve our energy needs. I believe the bioenergy and
hydroenergy initiatives are a good example of this cooperative in-
Vestrlnent. I hope it continues. I think its synergism will yield big
results.

The American Competitive Initiative commits $5.9 billion in 2007
and more than $137 billion over 10 years to programs that help
America retain its leading edge in science, math, and technology.
The ACI, as it is called by the President, will increase investments
in research and development, education, tax incentives to encour-
age innovation within this Department of Energy that you now try
to manage under the able direction of the Secretary.

This translates to $505 million increase from 2006 levels to a
$4.1 billion 2007 level for the Office of Science. I assume, Dr.
Orbach, that you relish and look forward to such an increase. Is
that correct?

Dr. ORBACH. Yes, sir.

Senator DOMENICI. I saw you smile, so I thought you might just
as well talk.

The President also announced an Advanced Energy Initiative,
which aims to reduce America’s dependence on imported energy
sources and commits $2.1 billion to meet the goal, an increase of
$381 million.

The President recognizes that research and innovation are Amer-
ica’s best answer to the voracious global appetite of carbon fuels,
which my friend Senator Bond is here to talk about, obviously.
Thanks to the work of the Department, our Nation will be able to
produce more energy from nuclear power, wind, sun, and our own
field crops in the coming years. These are not little actions, but
rather, combined, could be gigantic steps toward America’s mini-
mizing its dependence upon foreign carbons, foreign sources of
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Cflude oil, to run our machine, our transportation and economic ma-
chine.

I commend the President for his efforts to make tough choices
with the funds available. However, I am concerned about several
programs and they are big; they are important and they are vital
to our energy independence and they did not receive sufficient
funding. Specifically, I am concerned about the shortfall in funding
for the nuclear R&D funding, the clean coal power initiative, and
the several provisions within the EPAct that will support develop-
ment of new alternative energy technology demonstrations. Clearly,
we put them in in the Energy Act. The President has not funded
them to the extent that many of us thought he should.

The Office of Nuclear Energy—there are shortfalls in the Nuclear
Power 2010, Next Generation nuclear programs, that will inhibit
our ability to fully realize a revival in this nuclear power agenda.
NP 2010 program is critical to demonstrating its first of a kind
combined construction-operating license process with the Nuclear
Regulatory Commission. This cost is shared, is a shared activity,
which the Department is not living up to, will not be able to, as
to its share of the deal. The nuclear powerplant Next Generation
received $23 million, down $16 million. That is a rather sharp cut.

This budget process proposes to cut clean coal power initiative
from $49.5 million this year to $5 million for 2007, almost you
could say doing away with it. Ninety-five percent equals 100 per-
cent, I imagine, in a program like this.

The United States has a 250-year supply of coal. Protecting the
technology to burn coal at a minimal impact is critical to the eco-
nomic and global competitiveness of this great Nation. I question
the wisdom of this and hope you can explain it. There may be a
short-term explanation or there may be a catch-up explanation. We
need that.

Another area of concern under the Energy Policy Act is that this
legislation provides incentives. I direct this at you again, Mr.
Under Secretary. These incentives are in the form of loan guaran-
tees. You are aware of that. You helped us write it. You know how
important we thought they were going to be in all of the clean en-
ergy technologies, including clean coal, biomass, and new nuclear
powerplants.

America’s business stands ready, as we understand it, to develop
new and innovative sources of energy under this program. But
progress is either stalled or not moving rapidly enough to provide
the guidelines or the process for applications for loans. It does no
good for someone to have a new project, and we developed a no-
cost-to-Government loan program, and not have them available. We
need to know today when they are going to be available.

So, Secretary Garman, this is one you are going to have to work
with us today and you are going to have to continue until it is
done. If you need some help from us, we are here. We will also
speak of weatherization. You know there is a problem there. That
is out in the open. I do not need to raise it here myself.

I am deeply concerned about the $762 million cut to the environ-
mental management program. That brings the distinguished Sen-
ator from the State of Washington here today. It also has one that
hits at my heart too this time, so we may be on the same path.
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We may be trying to succeed together. I do not know. But $762 mil-
lion cut in that program? I recognize that we have completed Rocky
Flats, right, a very good sign. You can hold up a flag and say for
the first time, I think partly because Colorado was a great host
State and worked collaboratively, we have a very big solution.

But that does not mean that a $762 million reduction in the re-
maining programs can be sustained. I am concerned about the cur-
rent status of the waste treatment facility in Washington. I do not
have the answers, but clearly we have to stay on this until it be-
comes a success like Rocky Flats maybe. Most of us will be gone
by then, but let us say that we ought to at least wish for that day.

I am aware the cost estimates exceed $11 billion and I hope you
can explain the Department’s strategy for addressing this sky-
rocketing cost. I also must tell you that I am vitally interested to
know how the Department intends to fulfill its commitment—and
you must listen carefully to this—under a consent agreement with
the State of New Mexico for cleanup at Los Alamos. Funding for
this project has been cut by $50 million. Now, I do not know how
we do that. I mean, we have done it in the past. We just ignore
a court decree. But it happens to be in the chairman’s State. That
does not look too good, does it, I do not think. But anyway, we are
going to work on it, right?

Let me say in closing about Yucca Mountain, I am concerned
about the slow progress for the completion of the facility. I under-
stand that the license application will not be ready until 2008.
That is just getting the application ready. That does not mean any-
thing has happened. I am aware that the administration is working
on new legislation which authorizes a different approach to the re-
pository. I have told them repeatedly that I will introduce it in
their behalf so as to push it with some degree of vigor. That does
not mean I will support it wholeheartedly. But we must see what
it is.

Dr. Orbach, Secretary Garman, you have an important job in
front of you, delivering on the President’s promise of an American
Competitive Initiative. You are aware that you are not the whole
initiative. You are team players. I know you both have statements
on all of this. You can expect questions on many of it, so do not
try to cover them all. I would like you to try to summarize in 10
minutes if you can do that, and then right now I will include your
full statement in the record.

We will start with you, Mr. Secretary. No, we will not. We will
start with Senators. Okay, we are going to go with you, Senator.

STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. Thank you, Mr. Chairman, and good morning
to both Under Secretary Garman and Dr. Orbach. I know we have
a lot of ground to cover, so I will keep my statement brief.

I just wanted to say that I am a long-time advocate of increased
funding for the Office of Science and I am pleased to see the ad-
ministration has requested $4.1 billion, a 14 percent increase over
fiscal year 2006. That is good news. For the United States to con-
tinue to be a leader in the sciences, we have to make the decision
to invest in our own future.
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I was also relieved to see a request of $690 million for the waste
treatment plant. This construction project is the cornerstone to
cleaning up Hanford and we have to get it back on track. However,
this budget has some gaps, including the $52 million reduction of
funds for the tank farm activities. Secretary Bodman described the
radioactive wastes on that site as among the most dangerous
chemicals known to man. That was waste that was created during
World War II and the cold war and Washington State has fulfilled
its national duty during those times, and now the Federal Govern-
ment has a responsibility to fulfill its national duty to clean up
that site. It is about protecting the health and the welfare of the
region and the people who live there.

Under Secretary Garman, I read your written testimony last
night and I just wanted you to know I take issue with your state-
ment where you say, “It surprises many to learn that we spend
more each year to clean up Hanford, roughly $1.8 billion, than we
do annually on our entire portfolio of applied energy research and
development, which is approximately $1.5 billion. To put it bluntly,
this is a budget that begins to put the energy back in the Depart-
ment of Energy.”

Well, Mr. Garman, it sounds to me like you are suggesting that
our efforts to clean up the polluted sites in the Nation are coming
at the cost of Federal energy R&D, and it is sort of a slap in the
face to the people of Washington State to imply that their need for
clean air and clean water and cleanup of this critical site and their
contribution to winning a war is detracting from the investments
in the Federal R&D portfolio.

I want to remind you this Nation has a moral and a legal obliga-
tion to clean up Hanford site, and if there is a belief that the Fed-
eral investment in applied energy R&D has been lacking in recent
years it is because the administration has made that choice every
year with its budget proposals. We have to fulfill our obligations to
cle}zlan up and we need to invest in R&D. One does not preclude the
other.

So I just wanted to make that clear and I do have a number of
questions I will be asking when we get to that round.

Senator BOND [presiding]. Senator Allard.

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. Thank you, Mr. Chairman, for holding this
hearing today. As you know, I am co-chairman of the Senate Re-
newable Energy and Energy Efficiency Caucus and represent the
State which the National Renewable Energy Laboratory calls
home. As a scientist myself, I have always been a strong supporter
of research funding in all areas.

For these reasons I have a special interest in today’s hearing.
Today more attention is being focused on clean energy and energy
efficiency technologies. This is a time when the development of al-
ternative energy sources is becoming more important than ever. We
must continue to provide incentives for the implementation of re-
newable technologies and for the infrastructure necessary to sup-
port these renewable sources.

These technologies are a necessary step in balancing our domes-
tic energy portfolio, increasing our Nation’s energy security, and
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advancing our country’s technological excellence. Renewable energy
is a very important way that we can begin to reduce the demand
for oil and thereby help to make our country more secure. There
are great opportunities for solar, wind, geothermal, biomass, fuel
cells, and hydro to make significant contributions. Research and
the input of both Government and industry entities is very impor-
tant to allowing these opportunities to live up to their potential.

The National Renewable Energy Laboratory in Colorado can and
does make an incredible contribution to the development of these
resources. Technologies being developed at NREL, whether pro-
viding alternative fuels and power or making our homes and vehi-
cles more energy efficiency, are vital to our Nation’s energy
progress.

But what is really unique about NREL is that their focus is for
moving research and scientific discovery to the market. That means
that the money that we spend on science is being designed in a
practical way to help Americans and American consumers. I think
that is very unique about the National Renewable Energy Labora-
tory that we have in Colorado.

Recently, due to an abundance of earmarks, NREL was faced
with dramatic funding cutbacks that resulted in lost jobs. The De-
partment did everything it could to mitigate the job losses, but we
still lost 32 positions. Thankfully, DOE was able to find an addi-
tional $5 million and these jobs were restored. I would like to
thank you, Mr. Garman, who is here today, Secretary Bodman and
everyone at DOE and NREL for working to make that situation
right. I hope to work with DOE and my colleagues on this sub-
committee to see that a situation like this does not happen again.

I was also very disappointed to learn that much of the money
being saved by the accelerated cleanup of Rocky Flats has not been
given to other DOE cleanup sites for accelerated cleanup. As I un-
derstand the DOE’s fiscal budget 2007 request, the environmental
management account has been reduced by over $740 million from
the amount appropriated in fiscal year 2006. It has always been my
understanding that the money saved by accelerating Rocky Flats
would be used for the cleanup of other sites. We were spending
over $500 million at Rocky Flats alone. This was one of the reasons
Senator Domenici and others were willing to support accelerated
cleanup of Rocky Flats.

PREPARED STATEMENT OF SENATOR WAYNE ALLARD

I look forward to working with the committee to ensure that
R&D in all fields of energy technology are funded in a manner that
is responsible, but sufficient to ensure that the development and
implementation of new technologies continues.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR WAYNE ALLARD

Mr. Chairman, thank you for holding this hearing today. As you know, I am co-
chairman of the Senate Renewable Energy & Energy Efficiency Caucus and rep-
resent the State which the National Renewable Energy Laboratory calls home. And,
as a scientist myself, I have always been a strong supporter of research funding in
all areas. For these reasons, I have a special interest in today’s hearing.
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Today more attention is being focused on clean energy and energy efficient tech-
nologies. This is a time when the development of alternative energy sources is be-
coming more important than ever. We must continue to provide incentives for the
implementation of renewable technologies, and for the infrastructure necessary to
support these renewable sources. These technologies are a necessary step in bal-
ancing our domestic energy portfolio, increasing our Nation’s energy security and
advancing our country’s technological excellence.

Renewable energy is a very important way that we can begin to reduce the de-
mand for oil and, thereby, help to make our country more secure. There are great
opportunities for solar, wind, geothermal, biomass, fuel cells and hydro to make sig-
nificant contributions. Research and the input of both government and industry en-
tities is very important to allowing these opportunities to live up to their potential.

The National Renewable Energy Laboratory in Colorado can, and does, make an
incredible contribution to the development of these resources. Technologies being de-
veloped at NREL—whether providing alternative fuels and power, or making our
homes and vehicles more energy efficient—are vital to our Nation’s energy progress.

Recently, due to an abundance of earmarks, NREL was faced with dramatic fund-
ing cutbacks that resulted in lost jobs. The Department did everything it could to
mitigate the job losses, but we still lost 32 positions. Thankfully DOE was able to
find an additional $5 million and these jobs were restored. I'd like to thank Mr.
Garman, who is here today, Secretary Bodman, and everyone at DOE and NREL
for working to make that situation right. I hope to work with DOE and my col-
leagues on this subcommittee to see that a situation like this does not happen again.

I was very disappointed learn that much of the money being saved by the acceler-
ated clean-up of Rocky Flats has not been given to other DOE clean-up sites for ac-
celerated clean-up. As I understand the DOE’s fiscal year 2007 budget request, the
Environmental Management account has been reduced by over $740 million from
the amount appropriated for fiscal year 2006. It has always been my understanding
that the money saved by accelerating Rocky Flats would be used for the clean-up
of other sites. We were spending over $500 million at Rocky Flats alone. This was
one of the reasons Senator Domenici and others were willing to support accelerated
clean-up at Rocky Flats.

I look forward to working with the committee to ensure that R&D in all fields
of energy technology are funded in a manner that is responsible, but sufficient to
ensure that the development and implementation of new technologies continues.

Senator DOMENICI [presiding]. Thank you very much, Senator,
and you are to be commended on the work you did with reference
to Rocky Flats, truly an example of great cooperation.

Senator ALLARD. Well, Mr. Chairman, as you know, this would
not have happened without your cooperation and the other sites
around the country. It was because of everybody working together.
The idea was that when we got this cleaned up that money was
going to be available for other sites to accelerate their cleanup, to
do things that are actually going to lead to cleanup like we experi-
enced at Rocky Flats. So thank you.

Senator DOMENICI. Now, Senator Bond.

STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Mr. Chairman. I appre-
ciate the opportunity to comment. As you have already so well stat-
ed, Mr. Chairman, our Nation’s energy problems are as serious as
ever. Over the past year we have experienced record prices for
crude oil, natural gas, gasoline, and diesel fuel, at least in part due
to the devastation of Hurricane Katrina. But it has pointed out
how fragile our energy supply is.

Again, as the chairman has noted, the simple fact of the matter
is that our Nation’s energy supplies are not keeping up with de-
mand. We are importing more oil and natural gas than ever and
we are doing very little to develop our own domestic sources of en-
ergy. There are solutions to the problems. In addition to strong con-
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servation measures, we need to increase our domestic supplies of
energy in oil, in gas, and nuclear power, and we must also develop
alternative and renewable sources of energy.

But I am particularly focused on the use of coal and the develop-
ment of new and cleaner coal-based technologies to provide us with
the alternative resource to meet our Nation’s growing energy
needs. Coal already provides more than half our Nation’s electricity
and it is the largest single source of overall domestic energy pro-
duction at more than 31 percent of the total.

Coal, as we all know, can be converted through proven, existing,
modern technology into clean zero-sulfur synthetic oil and oil prod-
ucts at roughly gg35 a barrel, compared to the current $65-or-so
price per barrel of oil. Coal liquefaction or coal-to-liquid refineries
can be located anywhere that coal is produced. This proven tech-
nology can produce clean transportation fuels using domestic coal,
thereby expanding our supply of transportation fuels while decreas-
ing our dependence on foreign sources of energy. This includes gas-
oline, diesel, and other liquid fuels.

We are looking forward to the report from the Coal Council that
I believe will put us on the path to independence from overseas im-
port of oil and gas by 2025.

Now, the great thing about coal-refined diesel fuel is it will be
low in sulfur. It will come out cleaner, enable refiners to meet the
clean air requirements, and help the public lead healthier lives.

Now, a lot of us were really encouraged to hear the President
highlight the importance of increasing this investment in clean coal
technologies and zero emission coal-fired plants in his State of the
Union Address in January. High hopes. The President’s Clean Coal
Power Initiative represents an important first step in the develop-
ment of clean coal technologies. Nevertheless, that euphoria was
met with the stunning news when we saw that the 2007 budget re-
quest for coal research initiatives and the Clean Coal Power Initia-
tive. As you know, title IV of the Energy Policy Act of 2005 author-
izes $200 million for the Clean Coal Power Initiative in 2007, but
the President’s budget request comes out at only $5 million for this
important program, over a $44 million cut.

I hope that someone here can tell OMB about the President’s
Clean Coal Power Initiative. It would be very helpful if the right
hand knew what the left hand was doing. The CCPI is a coopera-
tive, cost-shared program between the Government and industry to
demonstrate emergency technologies in coal-based power genera-
tion, to accelerate commercialization. Technologies are selected
with the goal of accelerating development and deployment of coal
technologies that will meet environmental standards in a cost effec-
tive manner.

The prior years’ appropriations have enabled the Department of
Energy to conduct two clean coal demonstration programs during
the past 6 fiscal years, but the $5 million proposed by OMB for this
program will not even allow the DOE and industry to conduct a
demonstration project every other year. Our researchers may de-
velop clean coal technologies in the lab, but unless they can dem-
onstrate these technologies we will not see the progress.

I believe the Clean Coal Power Initiative should be funded at at
least $150 million to conduct another clean coal demonstration
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project in the near future. With over 250 years worth of recoverable
coal reserves in the United States, coal is without question our Na-
tion’s most abundant resource. It is estimated that these coal re-
serves are equivalent to roughly 800 billion barrels of oil, making
the United States the Saudi Arabia of coal. Those of us in the
heartland who take pride now that through ethanol and soy diesel
we are beginning to make a contribution to our energy needs, see
the potential that the coal that we have throughout the Nation, not
only the Midwest, but in Alaska and all over, can be realized, mak-
ing us energy producers rather than just energy consumers.

In light of the growing global demand for oil and gas, our Na-
tion’s increased dependence on foreign sources of energy, and our
abundant supply of domestic coal, I think it is imperative we pro-
mote and adequately fund clean coal technologies to meet the Na-
tion’s urgent needs for reliable and affordable sources of energy.

The coal research initiative and the clean coal power initiative
administered by DOE are vital to the future use of our Nation’s
most abundant fossil fuel resources and they must be adequately
funded. The budget that we were presented just does not do that.

I will leave a question for the record that will come as no sur-
prise, I am sure. Mr. Garman, you may want to address it in your
remarks, but my question would be: In light of the small amount
of the funding for the program, is the administration truly serious
about promoting clean coal technologies in its effort to reduce de-
pendence on foreign oil and promoting energy independence?

Thank you, Mr. Chairman, my colleagues, and I thank you, gen-
tlemen.

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Senator DOMENICI. Thank you, Senator. Senator Cochran has
also submitted a statement which will be included for the record.
[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, I appreciate your holding this hearing to review budgets of the De-
partment of Energy’s Office of Science, Office of Nuclear Energy, Office of Fossil En-
ergy, Office of Environmental Management as well as many other important ac-
counts with the Department of Energy. I want to join you in thanking the witnesses
for being here to provide testimony and answer questions.

I am pleased that the Department is continuing to look for alternate and renew-
able sources of energy to correct the trend toward unnecessary reliance on foreign
sources of oil and gas. My State continues to conduct research to develop cleaner
and more efficient sources of energy. After Hurricane Katrina, fuel costs rose as
much as $3 per gallon and finding diesel to transport necessities or to run the elec-
trical generators used to cool poultry production facilities became a challenge. Our
biodiesel suppliers provided this needed fuel which proved not only to be a cleaner
fuel, but a fuel that is a substitute for foreign oil.

Mr. Chairman, I look forward to working with you this year on these important
accounts as well as the new American Competitiveness Initiative and the Advanced
Energy Initiative.

STATEMENT OF DAVID K. GARMAN

Senator DOMENICI. Now we will proceed. Under Secretary
Garman, please let us hear from you at this point.

Mr. GARMAN. Well, it is clear from the opening statements from
the Senators that I am going to be on a bit of the hot seat this



109

morning and it does not pay me to belabor that any with a long
statement. So I will be extremely brief. I would just like to take
4 minutes to stress just a few key points.

If you ask me to distill this entire DOE budget, with all its puts
and takes, into a single theme or concept, it would be that we are
emphasizing science, research and development in pursuit of trans-
formational energy technologies. This budget significantly increases
our investments in clean energy research and the fundamental
science to support that research. We have proposed some signifi-
cant increases in areas such as: applied solar energy research, up
78 percent; applied biomass research, up 65 percent; applied hydro-
gen research, up 42 percent; and applied nuclear energy research,
up 56 percent.

We have also proposed, as you have noted, a significant increase
in basic energy sciences under the Direction of Dr. Orbach, recog-
nizing that we must strengthen the connections between our basic
and applied energy work. We are determined to make the activities
in basic sciences more relevant and more strongly linked to the ap-
plied energy programs working to advance practical energy tech-
nologies, such as solar, nuclear, hydrogen, and biomass.

Because these increases have been sought within an overall de-
partmental budget that is level funded, we have had to propose
some reductions in some otherwise worthy programs—low income
weatherization comes to mind—because we felt it was important to
articulate priorities and make those tough calls mindful of the
practical limitations on discretionary spending that you as appro-
priators face.

As you all know, the Department of Energy could more accu-
rately be referred to as the Department of Nuclear Weapons, Ra-
dioactive Cleanup, Science, and Energy, in that order, if the De-
partment’s name were to more accurately capture its activities and
the priority placed on them as reflected by our levels of spending
on those activities.

I do not mean, Senator Murray, and I hope you do not take my
statement as you did—we did not intend or I do not intend to say
that we are going to somehow shirk our environmental obligations.
We take on those obligations. We know those obligations are ours.
In saying that we spend less on applied energy research at the De-
partment than we do on things such as the cleanup of Hanford, I
am not suggesting that we should spend less on the cleanup at
Hanford. I am suggesting rather we should be spending more on
applied energy research, and that was the point of the statement
and I hope you do not misconstrue. I did want to make that clear.

This is a budget that does begin to put energy back in the De-
partment of Energy, not just in the applied energy programs but
in the science programs managed by Dr. Orbach that can con-
tribute totally new thinking and new approaches in meeting our
energy challenges. And at a time when this Nation is as concerned
as it is about energy security and clamoring for new energy solu-
tions, we should strive to do nothing short of that.

PREPARED STATEMENT

With that, Mr. Chairman, I can either go into some of the things
that were raised or just prepare to take the questions and interact.
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I am aware of the time constraints of the committee and I want
to be respectful of that time.
[The statement follows:]

PREPARED STATEMENT OF DAVID K. GARMAN

Mr. Chairman and members of the committee, thank you for this opportunity to
appear to discuss the President’s fiscal year 2007 budget request for the Department
of Energy (DOE). This testimony will focus on the budget requests for the Office of
Energy Efficiency and Renewable Energy, the Office of Electricity, the Office of Nu-
clear Energy, the Office of Fossil Energy, the Office of Environmental Management,
and the Office of Civilian Radioactive Waste Management. But let me first provide
some context.

This budget recognizes that science-driven technology is at the heart of the De-
partment of Energy’s missions, and that our national laboratories and facilities, to-
gether with universities and research activities in the private sector, must be better
leveraged to enhance America’s national security, economic security, and energy se-
curity.

Therefore, we have proposed to significantly increase our investment in science,
in keeping with the American Competitiveness Initiative.

We have also proposed to significantly increase investments in clean energy re-
search in areas such as solar, biomass, hydrogen, wind, and nuclear, in keeping
with the Advanced Energy Initiative.

Notably, we have proposed these increases within a flat Departmental budget.
Since any realistic pursuit of new or enhanced initiatives must be mindful of prac-
tical limitations on discretionary spending, we have prioritized our mission activi-
ties, which resulted in proposed reductions in areas such as low-income weatheriza-
tion—not because we regard these as unworthy activities—but because we know
that you are as mindful of the constraints on discretionary spending as we are.

As Secretary Bodman has observed, the Department of Energy could more accu-
rately be referred to as the Department of Nuclear Weapons, Radioactive Cleanup,
Science and Energy—in that order—if the Department’s name were to more accu-
rately capture its activities and the priority placed on them as reflected by our in-
vestments. It surprises many to learn that we spend more each year to cleanup
Hanford, roughly $1.8 billion dollars, than we do annually on our entire portfolio
of applied energy Research and Development (R&D), which is approximately $1.5
billion dollars. To put it bluntly, this is a budget that begins to put the “energy”
back in the Department of Energy. Not just in the applied energy programs, but
in the science programs that can contribute new thinking and new approaches in
meeting our energy challenges. We are determined to make the activities in basic
sciences more relevant and more strongly linked to the applied energy programs
working to advance practical energy technologies in areas such as solar, nuclear, hy-
drogen and biomass. At a time when this Nation is concerned about energy security
aFdhclamoring for new clean energy solutions, we should strive to do nothing short
of that.

With respect to the applied energy technologies, the President’s Advanced Energy
Initiative provides a 22 percent increase for research that can help reduce America’s
dependence on foreign oil and advance clean energy technologies. The fiscal year
2007 budget proposes $149.7 million for Biomass and Biorefinery Systems Research
and Development (R&D) program to support the new Biofuels Initiative to develop
cost competitive ethanol from cellulosic materials (agricultural wastes, forest resi-
dues, and bioenergy crops) by 2012. In addition, the budget request continues to
pursue the vision of reducing America’s dependence on foreign oil, reducing air pol-
lution, and reducing greenhouse gas emissions through the development of new
technologies, including hydrogen. The fiscal year 2007 budget requests a total of
$289.5 million (including $1.4 million requested by the Department of Transpor-
tation) to support implementation of the President’s Hydrogen Fuel Initiative. The
fiscal year 2007 budget also provides a 27 percent increase for advanced battery
technologies that can improve the efficiency of conventional hybrid electric vehicles
(HEV) and help make “plug-in” HEVs commercially viable.

To help develop clean, affordable electricity, the fiscal year 2007 budget includes
$148.4 million for a new Solar America Initiative to develop cost competitive solar
photovoltaic technology by 2015. The fiscal year 2007 also advances the administra-
tion’s commitment to the FutureGen project, which will establish the capability and
feasibility of co-producing electricity and hydrogen from coal with near-zero atmos-
pheric emissions of pollutants and greenhouse gasses.
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Any serious effort to stabilize greenhouse gasses in the atmosphere while pro-
viding the increasing amounts of energy for economic development and growth re-
quires the expanded use of nuclear energy. This will inevitably require us to address
the spent fuel and proliferation challenges that confront the expanded, global use
of nuclear energy. Therefore, the Department’s fiscal year 2007 budget features
$250 million to begin investments in the Global Nuclear Energy Partnership
(GNEP), a comprehensive approach to enable an expansion of nuclear power in the
United States and around the world, to promote non-proliferation goals; and to help
resolve nuclear waste disposal issues. GNEP is a complex, challenging undertaking
that will take many years to realize, which is why the Department proposes to begin
research now.

As a complement to the GNEP strategy, the Department will continue to pursue
a permanent geologic storage site for nuclear waste at Yucca Mountain, and the fis-
cal year 2007 budget includes $544.5 million to support this goal. Based on techno-
logical advancements that would be made through GNEP, the volume and
radiotoxicity of waste requiring permanent disposal at Yucca Mountain will be
greatly reduced, delaying the need for an additional repository indefinitely.

GNEP builds upon the successes of programs initiated under President Bush’s
leadership to encourage the construction of new nuclear powerplants here in the
United States. The fiscal year 2007 budget includes $632.7 million for nuclear en-
ergy programs, a $97.0 million increase above the fiscal year 2006 appropriation.
In addition to the $250 million for GNEP within the Advanced Fuel Cycle Initiative,
Generation IV (Gen IV) research and development ($31.4 million) will improve the
efficiency, sustainability, and proliferation resistance of advanced nuclear systems,
and Nuclear Power 2010 ($54.0 million) will lead the way, in a cost-sharing manner,
for industry to order new, advanced light-water reactors by the end of this decade.
In addition, ongoing implementation of the Energy Policy Act of 2005 (EPACT) will
establish Federal insurance to protect sponsors of the first new nuclear powerplants
against the financial impact of certain delays during construction or in gaining ap-
proval for operation that are beyond the sponsors’ control.

The Department of Energy’s budget request remains mindful of our legacy obliga-
tions. To meet our environmental cleanup commitments arising from nuclear activi-
ties during the Manhattan Project and the Cold War, the budget submission re-
quests $5.8 billion to clean up legacy nuclear waste sites. DOE has accelerated
cleanup at the legacy nuclear waste sites and recently announced completion of
cleanup at Rocky Flats, a former nuclear weapons plant located outside of Denver,
Colorado. In 2006, DOE will also complete environmental cleanup of the Fernald
and Columbus sites in Ohio, and several other sites as well.

To provide better context for programmatic decisions, the Department expanded
the development of 5-year budget plans. We still have work ahead of us to make
this planning more rigorous and meaningful, but we have made the start.

And at the behest of Secretary Bodman, we are working to institute straight-for-
ward operating principles which set the tone for further improving the management
of the Department. These principles are:

—Accept no compromises in safety and security;

—Act with a sense of purposeful urgency;

—Work together, treating people with dignity and respect;

—Make the tough choices;

—Keep our commitments;

—Manage risk through informed decisions.

ADVANCING AMERICA’S ECONOMIC AND ENERGY SECURITY

Turning now to some of the specific proposals in the fiscal year 2007 budget, the
request of $1.2 billion for energy efficiency and renewable energy activities reallo-
cates resources to emphasize technologies with the potential for reducing our grow-
ing reliance on oil imports and for producing clean electricity with reduced emis-
sions. It includes two new Presidential initiatives; Biofuels and Solar America. The
fiscal year 2007 budget proposes $149.7 million for the Biofuels Initiative to develop
by 2012 affordable, domestically produced bio-based transportation fuels, such as
ethanol, from cellulosic feedstocks (such as agricultural wastes, forest residues, and
bioenergy crops), and encourage the development of biorefineries. Biomass has the
promise to deliver a plentiful domestic energy resource with economic benefits to the
agricultural sector, and to directly displace oil use. The Solar America Initiative ac-
celerates the development of solar photovoltaics, a technology that converts energy
from the sun into electricity. Further development can help this emissions-free tech-
nology achieve efficiencies to make it cost-competitive with other electricity genera-
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tion sources by 2015. The fiscal year 2007 budget provides $148.4 million for the
Solar Energy Program that comprises the initiative.

In addition to funding increases for biomass and solar energy, the Energy Effi-
ciency and Renewable Energy budget request includes $195.8 million to support con-
tinued research and development in hydrogen and fuel cell technology which holds
the promise of an ultra-clean and secure energy option for America’s energy future.
The increase of $40.2 million above the fiscal year 2006 appropriation accelerates
activities geared to further improve the development of hydrogen production and
storage technologies, and evaluate the use of hydrogen as an emissions-free trans-
portation fuel source. The President’s Hydrogen Fuel Initiative is funded at $289.5
million and includes $195.8 million for DOE’s Energy Efficiency and Renewable En-
ergy program, $23.6 million for DOE’s Fossil Energy program, $18.7 million for
DOE’s Nuclear Energy program, $50.0 million for DOE’s Science program, and $1.4
million for the Department of Transportation.

While the budget proposes increases for Biomass, Solar and Hydrogen research,
the Geothermal Program will be closed out in fiscal year 2007 using prior year
funds. The 2005 Energy Policy Act amended the Geothermal Steam Act of 1970 in
ways that should spur development of geothermal resources without the need for
subsidized Federal research to further reduce costs.

Nuclear power, which generates 20 percent of the electricity in the United States,
contributes to a cleaner, more diverse energy portfolio. In fiscal year 2007 a total
of $632.7 million is requested for nuclear energy activities. Within the total, $250
million will support the Global Nuclear Energy Partnership (GNEP). GNEP is a
comprehensive strategy to enable an expansion of nuclear power in the United
States and around the world, to promote nuclear nonproliferation goals; and to help
resolve nuclear waste disposal issues.

GNEP will build upon the administration’s commitment to develop nuclear energy
technology and systems, and enhance the work of the United States and our inter-
?ational partners to strengthen nonproliferation efforts. GNEP will accelerate ef-
orts to:

—Enable the expansion of emissions-free nuclear power domestically and abroad;

—Reduce the risk of proliferation; and

—Utilize new technologies to recover more energy from nuclear fuel and dramati-

cally reduce the volume of nuclear waste.

Through GNEP, the United States will work with key international partners to
develop new recycling technologies that do not result in separated plutonium, a tra-
ditional proliferation risk. Recycled fuel would then be processed through advanced
burner reactors to extract more energy, reduce waste and actually consume pluto-
nium, dramatically reducing proliferation risks. As part of GNEP, the United States
and other nations with advanced nuclear technologies would ensure developing na-
tions a reliable supply of nuclear fuel in exchange for their commitment to forgo en-
richment and reprocessing facilities of their own, also alleviating a traditional pro-
liferation concern.

GNEP will also help resolve America’s nuclear waste disposal challenges. By recy-
cling spent nuclear fuel, the heat load and volume of waste requiring permanent
geologic disposal would be significantly reduced, delaying the need for an additional
repository indefinitely.

The administration continues its commitment to open and license Yucca Mountain
as the Nation’s permanent geologic repository for spent nuclear fuel, a key com-
plement to the GNEP strategy. Managing and disposing of commercial spent nu-
clear fuel in a safe and environmentally sound manner is the mission of DOE’s Of-
fice of Civilian Radioactive Waste Management (RW).

To support the near-term domestic expansion of nuclear energy, the fiscal year
2007 budget seeks $54.0 million for the Nuclear Power 2010 program to support
continued industry cost-shared efforts to reduce the barriers to the deployment of
new nuclear powerplants. The technology focus of the Nuclear Power 2010 program
is on Generation III+ advanced light water reactor designs, which offer advance-
ments in safety and economics over the Generation IIT designs. If successful, this
7-year, $1.1 billion project (50 percent to be cost-shared by industry) could result
in a new nuclear powerplant order by 2009 and a new nuclear powerplant con-
structed by the private sector and in operation by 2014.

Funding of $1.8 million is provided in fiscal year 2007 to implement a new pro-
gram authorized in the recently enacted Energy Policy Act of 2005. The program
will allow DOE to offer risk insurance to protect sponsors of the first new nuclear
powerplants against the financial impact of certain delays during construction or in
gaining approval for operation that are beyond the sponsors’ control. This program
would cover 100 percent of the covered cost of delay, up to $500 million for the first
two new reactors and 50 percent of the covered cost of delay, up to $250 million
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each, for up to four additional reactors. This risk insurance offers project sponsors
additional certainty and incentive to provide for the construction of a new nuclear
powerplant by 2014.

The fiscal year 2007 budget request includes $31.4 million to continue to develop
Next-generation nuclear energy systems known as Generation IV (GenIV). These
technologies will offer the promise of a safe, economical, and proliferation resistant
source of clean, reliable, sustainable nuclear power with the potential to generate
hydrogen for use as a fuel. Resources in fiscal year 2007 for GenIV will be primarily
focused on long-term research and development of the Very-High Temperature Reac-
tor.

The University Reactor Infrastructure and Educational Assistance program was
designed to address declining enrollment levels among U.S. nuclear engineering pro-
grams. Since the late 1990’s, enrollment levels in nuclear education programs have
tripled. In fact, enrollment levels for 2005 have reached upwards of 1,500 students,
the program’s target level for the year 2015. In addition, the number of universities
offering nuclear-related programs also has increased. These trends reflect renewed
interest in nuclear power. Students will continue to be drawn into this course of
study, and universities, along with nuclear industry societies and utilities, will con-
tinue to invest in university research reactors, students, and faculty members. Con-
sequently, Federal assistance is no longer necessary, and the 2007 budget proposes
termination of this program. The termination is also supported by the fact that the
program was unable to demonstrate results from its activities when reviewed using
the Program Assessment Rating Tool (PART), supporting the decision to spend tax-
payer dollars on other priorities. Funding for providing fresh reactor fuel to univer-
sities is included in the Research Reactor Infrastructure program, housed within
Radiological Facilities Management.

Recognizing the abundance of coal as a domestic energy resource, the Department
remains committed to research and development to promote its clean and efficient
use. U.S. coal accounts for 25 percent of the world’s coal reserves. For the last 3
years, the Department has been working to launch a public-private partnership,
FutureGen, to develop a coal-based facility that will produce electricity and hydro-
gen with essentially zero atmospheric emissions. This budget includes $54 million
in fiscal year 2007 and proposes an advance appropriation of $203 million for the

rogram 1n fiscal year 2008. Funding for FutureGen will be derived from rescinding
§203 million in balances no longer needed to complete active projects in the Clean
Coal Technology program. Better utilization of these fund balances to support
FutureGen will generate real benefits for America’s energy security and environ-
mental quality.

The budget request for fiscal year 2007 includes $4.6 million to support Alaska
Natural Gas Pipeline activities authorized by Congress in late 2004. Within the
total amount of $4.6 million, $2.3 million will be used to support an Office of the
Federal Coordinator and the remaining $2.3 million will support the Loan Guar-
antee portion of the program. Once constructed, this pipeline will be capable of de-
livering enough gas to meet about 10 percent of the U.S. daily natural gas needs.

The budget request proposes to terminate the oil and gas research and develop-
ment programs, which have sufficient market incentives for private industry sup-
port, to other energy priorities.

The Energy Policy Act of 2005 established a new mandatory oil and gas research
and development (R&D) program, called the Ultra-Deep and Unconventional Nat-
ural Gas and Other Petroleum Research program, that is to be funded from Federal
revenues from oil and gas leases beginning in fiscal year 2007. These R&D activities
are more appropriate for the private-sector oil and gas industry to perform. There-
fore, this budget proposes to repeal the program through a future legislative pro-
posal, although we will faithfully execute current law until such time that Congress
acts affirmatively on that legislative proposal.

The fiscal year 2007 budget includes $124.9 million for a refocused portfolio of en-
ergy reliability and assurance activities in the Office of Electricity Delivery and En-
ergy Reliability. This will support research and development in areas such as high
temperature superconductivity, and simulation work needed to enhance the reli-
ability and effectiveness of the Nation’s power supply. This office also operates the
Department’s energy emergency response capability and led DOE’s support effort
during and after the Gulf Coast hurricanes.

ENSURING A CLEAN ENVIRONMENT

To deliver on the Department’s environmental cleanup commitments following 50
years of nuclear research and production from the Cold War, in 2002 the Environ-
mental Management program underwent a major transformation that would enable
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the Department to perform its cleanup activities faster than previously estimated.
Working in partnership with the public, States and regulators, the Environmental
Management (EM) program has made significant progress in the last 4 years to
shift away from risk management toward risk reduction. By the end of fiscal year
2006, the cleanup of a total of 86 DOE nuclear legacy sites will be complete. This
includes the recently announced completion of Rocky Flats and the anticipated fiscal
year 2006 completion of Fernald and Columbus sites in Ohio. While encouraged by
the results demonstrated thus far, the program continues to stay focused on the
mission and is working aggressively to enhance and refine project management ap-
proaches while addressing the regulatory and legal challenges associated with this
complex environmental cleanup program.

In fiscal year 2007, the budget includes $5.8 billion to continue environmental
cleanup with a focus on site completion, with eight sites or areas to be completed
in the 2007 to 2009 timeframe. This budget request is reduced from the fiscal year
2006 budget request of $6.5 billion primarily reflecting cleanup completion at some
sites in fiscal year 2006 and the subsequent transfer of post-closure work activities.
As cleanup work is completed over the next 5 years at sites without a continuing
mission, EM will transfer long-term surveillance and monitoring activities and man-
agement of pension and benefit programs to the Office of Legacy Management. For
those with continuing missions, these activities will be transferred to the cognizant
program office.

The $5.8 billion budget request remains focused on EM’s mission of reducing risk
by cleaning up sites—consequently also reducing environmental liability—and will
support the following key activities:

—Stabilizing radioactive tank waste in preparation for disposition (about 30 per-

cent of the fiscal year 2007 request for EM);

—f].)is%(ﬁi)tioning transuranic and low-level wastes (about 15 percent of the request

or ;

_}SE]‘i\(/)Ilging and safeguarding nuclear materials (about 15 percent of the request for

—Decontaminating and decommissioning excess facilities (about 20 percent of the

request for EM); and

—Remediating major areas of our large sites (Hanford, Savannah River Site,

Idaho National Laboratory, and Oak Ridge Reservation) (about 10 percent of
the request for EM).

One of the significant cleanup challenges is the management and treatment of
high-level radioactive liquid waste at the Hanford Waste Treatment and Immo-
bilization Plant (WTP). In fiscal year 2007, $690 million is proposed for the WTP
project. The plant is a critical component of the program’s plans to clean up 53 mil-
lionkgallons of radioactive waste currently stored in 177 aging underground storage
tanks.

By June 2006, the U.S. Army Corps of Engineers is expected to complete an inde-
pendent cost validation, deploying more than 25 professionals experienced in cost
estimating, design, construction, and commissioning. The Department plans to uti-
lize the results from several reviews to validate cost and schedule for this project.

The Department, while responsible for the cleanup and disposal of high-level ra-
dioactive waste generated from the Cold War, is also responsible for managing and
disposing of commercial spent nuclear fuel in a safe and environmentally sound
manner. The latter responsibility is the mission of DOE’s Office of Civilian Radio-
active Waste Management (RW).

The Nation’s commercial and defense high-level radioactive waste and spent nu-
clear fuel will be safely isolated in a geologic repository to minimize risk to human
health and the environment. The fiscal year 2007 budget requests $544.5 million to
establish a geologic repository at Yucca Mountain, Nevada. This administration is
strongly committed to establishing Yucca Mountain as the Nation’s first permanent
repository for high-level waste and spent nuclear fuel. Licensing and developing a
repository for the disposal of these materials will help set the stage for an expansion
of nuclear power through the President’s GNEP initiative, which could help to diver-
sify our energy supply and support our economic future. Permanent geological dis-
posal at Yucca Mountain offers the safest, most environmentally sound solution for
dealing with this challenge.

To further advance the administration’s commitment to the establishment of
Yucca Mountain, the Department intends to submit to Congress legislation to ad-
dress land withdrawal, funding and other issues that are important to the program’s
success.

As the Environmental Management program completes cleanup of sites through-
out the DOE complex, management of post closure activities at these sites will
transfer to the Office of Legacy Management (LM). In fiscal year 2007, $201.0 mil-
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lion is proposed to provide long-term surveillance and maintenance, long-term re-
sponse actions, oversight and payment of pensions and benefits for former con-
tractor retirees, and records management activities at closure sites transferred to
LM. The majority of funding ($122.4 million) is associated with the transfer of post
closure responsibilities and funding of three major sites from EM to LM in fiscal
year 2007. These sites are: Rocky Flats, $90.8 million; Fernald, $26.5 million; and
a group of sites known as the Nevada off sites, $5.1 million. The cumulative effect
of these three transfers results in a 150 percent increase in the Legacy Management
lk:)ougget matched by a corresponding decrease in the Environmental Management
udget.

IMPROVING MANAGEMENT AT THE DEPARTMENT OF ENERGY

Underpinning and supporting all of the programs above, the Department of En-
ergy has continued to make strides in meeting President Bush’s challenge to become
more efficient, more effective, more results-oriented, and more accountable for per-
formance. Over the past 4 years, the President’s Management Agenda (PMA) has
been the framework for organizing the Department’s management reform efforts.

To better manage human capital, the Department implemented a performance
management system to link employee achievement at all levels with mission accom-
plishment. In fiscal year 2006, DOE will publish, communicate and implement a re-
vised 5-year Human Capital Management Strategic Plan as well as a formal leader-
ship succession plan.

In fiscal year 2006 and fiscal year 2007, DOE will expand the availability of finan-
cial data in support of decision-making by continuing to implement the Integrated
Management Navigation (I-MANAGE) system, specifically in the areas of budget
and procurement through the Integrated Data Warehouse (IDW). The Department
continues to apply Earned Value Management principles to each of its major infor-
mation technology investments. In addition, DOE is partnering with other govern-
ment agencies to develop a standardized and integrated human resources informa-
tion system, and to develop a consolidated grants management system.

The Department continued its effort to institutionalize multi-year planning and
strengthen the link between program performance and resource allocation decisions.
The Program Assessment Rating Tool (PART) continues to be used to promote im-
proved program performance. For programs that have not formally been reviewed
by OMB, the PART process has been used for internal self-assessment.

A number of important milestones were reached in Real Property Management in-
cluding the approval of the Asset Management Plan (AMP) by the Deputy Secretary.
The AMP outlines an overall framework for the strategic management of the De-
partment’s $77 billion portfolio of Real Property Assets. Additionally, the 20,000 real
property records in the Facilities Information Management System, the Depart-
ment’s repository of real property information, were populated and updated as re-
quired by the Federal Real Property Council for support of the Federal Real Prop-
erty Profile. This information will be used to support real property management de-
cisions department-wide.

As these examples indicate, the Department of Energy is using the PMA to ad-
dress its many management challenges. The Department is working to become more
stregmlined, more efficient, and more results-oriented in fiscal year 2007 and be-
yond.

CONCLUSION

Energy is central to our economic and national security. Indeed, energy helps
drive the global economy and has a significant impact on our quality of life and the
health of our people and our environment. The fiscal year 2007 budget request bal-
ances the need to address short-term challenges while planning for long-term ac-
tions. The request reflects our belief that basic science research should remain
strong if we are to remain competitive with our global partners. The request con-
tains bold new initiatives in nuclear, biomass, and solar energy. It continues the
President’s strong commitment to clean coal, hydrogen, and fusion. The request hon-
ors our commitment to deal with civilian nuclear waste, as well as legacy waste
from the Cold War, and to further our already successful nonproliferation programs
in order to help ensure a safer world for generations to come.

This completes our testimony, and we would be pleased to respond to your ques-
tions today or in the future.

Senator DOMENICI. I think you should just right now off the top
of your head start answering some of the things we raised. Take
another 5 minutes.
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COAL RESEARCH

Mr. GARMAN. All right. Let me first talk about coal, Senator
Bond. We are proud of the fact that in this administration from the
fiscal year 2002 budget to the present budget we have spent $2.2
billion on coal research, and we think that is very important. The
President had made a promise that he would spend—he would re-
quest $2 billion over 10 years and it did not take him 10 years to
fulfill that promise. He fulfilled it in 6, and we are proud of that.

It is true that there is a dramatic decrease proposed in one as-
pect of that coal research, the Clean Coal Power Initiative, which
is a demonstration program, and, as you have noted, it has gone
from about $49 million to $5 million. The other part of the story
is that there is in the neighborhood of $500 million in unobligated
funds sitting in that account, some of those funds dating back from
the 1990’s.

OMB and our own folks looked at that account balance and
asked ourselves the question, are all of those moneys going toward
good programmatic activities? Do we need to request more author-
ity now? Might it be possible to take some of those funds, get them
into a new solicitation, so that we can continue this work?

We do take the point. We think it is very important to have a
demonstration program to test drive these technologies before Wall
Street will fund them. We do think that is important. One of the
things that Assistant Secretary Jared is looking at, who is sitting
behind me now, is looking at what of those funds might be freed
up and made available if they are not being productively used and
quickly used now. We want to improve that program. We want to
get the money moving more quickly and get those dollars in the
game.

LOAN GUARANTEES

On the issue of loan guarantees, Mr. Chairman, which is some-
thing that you raised. The Secretary, who has something of a back-
ground in financial management, is personally involved in this
with us and he is counseling that we take a cautious approach. As
you know, the Department of Energy’s track record in loan guaran-
tees is mixed at best. We have made loan guarantees on geo-
thermal programs in the past. Four of them failed. We have made
three loan guarantees on synthetic fuels. One of them has been
successful after default. We have made three loan guarantees in al-
cohol fuels programs. One of them, again after a default, is paying
back against that.

Senator DOMENICI. How old are these programs?

Mr. GARMAN. They are old.

Senator DOMENICI. You bet.

Mr. GARMAN. They are quite old.

So we are batting 2 out of 6—I am sorry, 6 out of 14. So we have
zeroed in on the loan guarantee provisions, specifically in title XVII
of the Energy Policy Act and other places, as being incredible new
tools at our disposal that we do want to employ.

I want to disavow you of this notion that somehow we are
stalled. We have created a Loan Guarantee Office, and this is an
office that is very important. It is an office that will conduct the
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process, qualify lenders, manage proposal reviews, monitor the
portfolio of the Department. We are working to seek expertise.
There is a lot of expertise that you need, financial expertise, credit
risk expertise, commercial viability assessment expertise, that we
may or may not have inside the Department. So we are getting
that expertise, acquiring it from outside where possible, contracting
it if necessary.

We hope to be in a position to accept the first loan guarantee
pre-applications for that universe of people who are self-payers
under the provisions of the bill some time this summer, with a
view that we might be in a position to make a contingent offer later
this year. Now, I want to be clear. This is not a promise on our
part. This is our internal goal. This is what we are hoping to
achieve in the timeframe. Frankly, the Secretary is skeptical that
we can pull it off that quickly, but his expectation is that we move
as expeditiously as possible and, as you know, Secretary Bodman,
is not a man that we relish letting down.

Senator DOMENICI. We are going to move to the soon-to-be Sec-
retary.

Mr. GARMAN. So those are two of the issues.

Senator DOMENICI. But I do want to make a point——

Mr. GARMAN. Yes, sir.

Senator DOMENICI [continuing]. Because I do not think the testi-
mony should be taken of these prior efforts as being efforts that are
synonymous with the proposals contained within, for loan guaran-
tees, in the new Policy Act. The new Policy Act provides for a com-
pletely different kind of loan guarantee, as you well know.

Mr. GARMAN. Yes, sir.

Senator DOMENICI. That loan guarantee is at zero cost to the gov-
ernment because the applicant pays for the costs. There is a signifi-
cant cleansing mechanism for whether it is a good project or not
because of that, and it will be a different kind of proposal.

What I am hearing you say is you are not slowing up on putting
together all the apparatus, the structure needed. That is moving
ahead as quickly as you can?

Mr. GARMAN. Correct. For instance, we are trying to use guide-
lines, as opposed to regulations, because a regulatory process would
take another 18 months or longer, and that is something that we
are working with the Office of Management and Budget to under-
stand how we can move ahead in that realm.

Senator DOMENICI. We are now going to ask Dr. Orbach to give
his testimony. You can do it however you would like. Your state-
ment is in the record at this point without objection. Proceed.

OFFICE OF SCIENCE

STATEMENT OF RAYMOND L. ORBACH, Ph.D., DIRECTOR

Dr. OrRBACH. Thank you, Mr. Chairman, members of the com-
mittee. I appreciate the opportunity to testify today and I appre-
ciate the support that this committee has provided for science and
its relationship to our Nation’s energy security and economic com-
petitiveness.

The fiscal year 2007 President’s request, as you have noted, in-
cludes a $505 million increase in the Department of Energy science



118

program, and the President has announced his commitment to dou-
ble the funding for basic research in the physical sciences over the
next 10 years. We are going to use the increase in funding this
year, with roughly half going to operations of our large-scale facili-
ties and the other half to research, to competitively based research
proposals from the entire community, to restore the balance be-
tween our facilities and our operations and our basic research pro-
gram.

The instruments that we are building we believe will give the
United States an order of magnitude dominance over all other fa-
cilities in the areas that we approach. We will be a full partner in
ITER, contained in this budget. We will be placing on the floor
three high-end computational structures for a variety of physical
problems, the fastest in the non-defense world.

We will be continuing with construction of the world’s first free
electron X-ray laser. This machine will provide ten orders of mag-
nitude dominance over any other hard X-ray source in the world
today. More than that, its timing will enable us to observe the
change in the electron clouds as chemical reactions take place and
to determine the structure of individual macromolecules.

The Spallation Neutron Source will turn on in June of this year,
a $1.4 billion project which is on time and on budget, and gives us
an order of magnitude dominance for neutron scattering, pulse neu-
tron scattering, in the world.

Four of our five nanocenters will start operations with the 2007
budget. These nanocenters will be unmatched anywhere in the
world and will give our scientists and engineers opportunities to
construct at the atomic level and understand the properties of the
materials as they are being grown.

We will be contributing $60 million to R&D for the International
Linear Collider, which we hope will restore American dominance in
high-energy physics in the next decade. We will be increasing the
power of the CEBAF, the Continuous Electron Beam Accelerator
Facility, at Thomas Jefferson to 12 GEV, which will enable us to
see the structure of individual quarks and gluons in the nucleus.

We will be contributing to the optimum operations of RHIC at
Brookhaven to study the properties of the universe very close to its
creation. Finally, we will be finishing our R&D and investing in
project engineering design for the NSLS-2, which is the first of the
fourth generation light sources. This will be an X-ray microscope
capable of operating at one nanometer in size, which would be of
the order of three atomic diameters. There is no other instrument
like it in the world. In addition, it will have an energy resolution
that will give us not only the structure but also the dynamics of
these new materials as they are created.

I have gone through this to give you a sense of the impact that
this augmentation in the Office of Science budget will have. We are
fully aware that this request takes place in a period of budgetary
stringency. We are indebted to the President for his foresight in
recognizing the vital importance of America’s continued leadership
in the physical sciences to our Nation’s global competitive position
and our quest for greater energy security.

We are committed to upholding our part of the bargain by deliv-
ering truly transformational science and technologies, break-
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through advances that will provide new pathways to energy secu-
rity and ensure America’s continued global economic leadership in
the years ahead.

PREPARED STATEMENT

Mr. Chairman, I am pleased to discuss this budget with you
today. I thank you and the committee for the opportunity to appear
and for your support over the years for the science program. Thank
you.

[The statement follows:]

PREPARED STATEMENT OF DR. RAYMOND L. ORBACH

Mr. Chairman and members of the subcommittee, thank you for the opportunity
to testify today on the Office of Science’s fiscal year 2007 budget request. I appre-
ciate your strong support for basic research in the physical sciences, Mr. Chairman,
and your understanding of the importance of this research to our Nation’s energy
security and economic competitiveness. I also want to thank the members of the
subcommittee for their support. This budget represents a strong commitment on the
part of the President to ensure continued U.S. leadership in the basic sciences. I
believe this budget will enable the Office of Science to strengthen U.S. scientific
leadership and carry out its mission to deliver the revolutionary discoveries and sci-
entific tools that transform our understanding of energy and matter and advance
our national, economic and energy security.

The Office of Science requests $4,101,710,000 for the fiscal year 2007 Science ap-
propriation, an increase of $505,319,000 over the fiscal year 2006 appropriation. As
part of the President’s American Competitiveness Initiative, the fiscal year 2007
budget represents the beginning of the President’s commitment to double, over 10
years, the sum of the research investment at the Office of Science, the National
Science Foundation, and the Department of Commerce’s National Institute of Stand-
ards and Technology. This commitment will help ensure that the United States re-
mains the world leader in critical areas of basic scientific research; maintains an
order of magnitude dominance for large-scale scientific facilities and instrumenta-
tion in the key fields of science and technology that will drive the 21st century econ-
omy; pursues the transformational technologies necessary for greater energy secu-
rity and independence for our Nation; and nurtures and develops a world-class sci-
entific and engineering workforce.

The Office of Science is the lead Federal supporter for basic research in the phys-
ical sciences in the United States, and the steward for fields such as systems biology
for energy and the environment, materials science, high energy physics, nuclear
physics, heavy element chemistry, plasma physics, magnetic fusion, and catalysis.
It also supports unique and vital components of U.S. research in climate change and
geophysics. Researchers funded through the Office of Science are working on some
of the most pressing scientific challenges of our age including: (1) Harnessing the
power of microbial communities for: energy production from renewable sources, car-
bon sequestration, and environmental remediation; (2) Expanding the frontiers of
nanotechnology to develop materials with unprecedented properties for widespread
potential scientific, energy, and industrial applications; (3) Pursuing the break-
throughs in materials science, nanotechnology, biotechnology, and other fields need-
ed to make solar energy more cost-effective; (4) Demonstrating the scientific and
technological feasibility of creating and controlling a sustained burning plasma to
generate energy, as the next step toward making fusion power a commercial reality;
(5) Using advanced computation, simulation, and modeling to understand and pre-
dict the behavior of complex systems, beyond the reach of our most powerful experi-
mental probes, with transformational impact on a broad range of scientific and tech-
nological undertakings; (6) Understanding the origin of the universe and nature of
dark matter and dark energy; and (7) Resolving key uncertainties and expanding
the scientific foundation needed to understand, predict, and assess the potential ef-
fects of atmospheric carbon on climate and the environment.

U.S. preeminence in science, technology, and innovation will depend on the con-
tinued availability of the most advanced scientific research facilities for our re-
searchers. The Office of Science builds and operates the world’s most powerful array
of scientific facilities and instruments, including advanced synchrotron light sources,
the new Spallation Neutron Source, state-of-the-art Nanoscale Science Research
Centers, genome sequencing facilities, supercomputers and high-speed networks, cli-
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mate and environmental monitoring capabilities, and particle accelerators for high
energy and nuclear physics. We are in the process of developing an X-ray free elec-
tron laser light source that can image single large macromolecules and measure in
real-time changes in the chemical bond as chemical and biological reactions take
place. Our premier tools of science at the 10 national laboratories managed by the
Office of Science are used by over 19,000 researchers and students from universities,
other Federal agencies, and private industry every year, and have enabled U.S. re-
searchers to make some of the most important scientific discoveries of the past 70
years.

Office of Science leadership in basic research in the physical sciences, and stew-
ardship of large research facilities, is directly linked to its role in training America’s
scientists, engineers, and teachers. Through the funding of a diverse portfolio of re-
search at more than 300 colleges and universities nationwide, we provide direct sup-
port and access to research facilities for thousands of university students and re-
searchers in the physical and biological sciences and mathematics. Facilities at the
national laboratories provide unique opportunities for researchers and their stu-
dents from across the country to pursue questions at the intersection of physics,
chemistry, biology, computing, and materials science. The Office of Science also
sponsors undergraduate student internships and fellowships for science and mathe-
matics K-12 teachers for research experience and training at the national labora-
tories.

The fiscal year 2007 budget request will allow the Office of Science to increase
support for high-priority DOE mission-driven scientific research as well as support
new initiatives; maintain optimum operations at our scientific user facilities; keep
major facility construction projects on schedule and within budget; and treble edu-
cational, research, and training opportunities for the next generation of scientists,
engineers, and teachers. The budget will also allow us to expand our contribution
to basic research in support of the President’s Hydrogen Fuel Initiative and the
President’s new Advanced Energy Initiative. Roughly half of our budget goes to con-
struction and operations of the large scientific facilities, and the other half is ap-
proximately equally split between research at the DOE laboratories and research at
universities. This budget will support the research of approximately 24,200 faculty,
students, and postdoctoral researchers throughout the Nation, an increase of 2,600
from fiscal year 2006.

The following programs are supported in the fiscal year 2007 budget request:
Basic Energy Sciences, Advanced Scientific Computing Research, Biological and En-
vironmental Research, Fusion Energy Sciences, High Energy Physics, Nuclear Phys-
ics, Science Laboratories Infrastructure, Science Program Direction, Workforce De-
velopment for Teachers and Scientists, and Safeguards and Security.

OFFICE OF SCIENCE FISCAL YEAR 2007 PRESIDENT'S REQUEST SUMMARY BY PROGRAM

[In thousands of dollars]

Fiscal Year 2005 | Fiscal Year 2006 | Fiscal Year 2007
Appropriation Appropriation Request
Science:
Basic Energy Sciences 1,083,616 1,134,557 1,420,980
Advanced Scientific Computing Research ...........c.cocveioveiieriinenns 226,180 234,684 318,654
Biological and Environmental Research:
Base program 487,474 451,131 510,263
Congressionally directed projects ..........coccveveevververeriseienenns 79,123 128,700 | oveveeeereerennne
Total, Biological and Environmental Research 566,597 579,831 510,263
High Energy Physics 722,906 716,694 775,099
Nuclear Physics 394,549 367,034 454,060
Fusion Energy Sciences 266,947 287,644 318,950
Science Laboratories Infrastructure 37,498 41,684 50,888
Workforce Development for Teachers and Scientists ...........ccccco..... 7,599 7,120 10,952
Science Program Direction 154,031 159,118 170,877
Safeguards and Security 67,168 68,025 70,987
Small Business Innovation Research/Small Business Technology
Transfer 113,621
Subtotal, Science 3,640,712 3,596,391 4,101,710
Less use of prior year balances —5,062
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OFFICE OF SCIENCE FISCAL YEAR 2007 PRESIDENT'S REQUEST SUMMARY BY PROGRAM—
Continued
[In thousands of dollars]

Fiscal Year 2005 | Fiscal Year 2006 | Fiscal Year 2007
Appropriation Appropriation Request

Total, Science 3,635,650 3,596,391 4,101,710

FISCAL YEAR 2007 SCIENCE PRIORITIES

In his State of the Union Message on January 31, 2006, President George W.
Bush stated,

“To keep America competitive, one commitment is necessary above all: We must
continue to lead the world in human talent and creativity. Our greatest advantage
in the world has always been our educated, hardworking, ambitious people—and
we’re going to keep that edge. Tonight I announce an American Competitiveness Ini-
tiative, to encourage innovation throughout our economy, and to give our Nation’s
children a firm grounding in math and science.

“First, I propose to double the Federal commitment to the most critical basic re-
search programs in the physical sciences over the next 10 years. This funding will
support the work of America’s most creative minds as they explore promising areas
such as nanotechnology, supercomputing, and alternative energy sources.”

I believe the American Competitiveness Initiative and this commitment by the
President present an historic opportunity for science in our country and continued
U.S. global competitiveness. Through the fiscal year 2007 budget, the Office of
Science will build on our record of results with new investments to maintain U.S.
world-leadership status in the physical sciences, keep U.S. research and develop-
ment at the forefront of global science, and increase America’s talent pool in science,
technology, engineering, and mathematics.

Determining science and technology priorities across the Office of Science pro-
grams is an ongoing process, both in times of budget stringency and budget in-
creases. Several factors are considered in our prioritization, including scientific op-
portunities identified by our scientific advisory committees and the overall scientific
community; DOE mission needs; and administration and Departmental priorities. In
fiscal year 2007, we will support the priorities in scientific research, facility oper-
ations, and construction and laboratory infrastructure established in the past few
years and outlined in the Office of Science Strategic Plan and 20-year Facilities Out-
look, in addition to Presidential and Departmental initiatives.

The President’s Hydrogen Fuel Initiative and the new Advanced Energy Initiative
will be supported through our contributions to basic research in hydrogen, fusion,
solar energy to transportation fuels, chemical separation and materials for advanced
nuclear energy systems, and production of ethanol from cellulose. We will also con-
tinue strong support for other administration priorities such as nanotechnology, ad-
vanced scientific computation, and climate change science and technology.

The Office of Science will actively lead and support the U.S. contributions to
ITER, the international project to build and operate the first fusion science facility
capable of producing a sustained, burning plasma to generate energy on a massive
scale without environmental insult.

Full operations at four of the DOE Nanoscale Science Research Centers (NSRCs)
and completion of construction and start-up operations for the fifth NSRC will be
supported in fiscal year 2007. These facilities are the Nation’s premier nanoscience
user centers, providing resources unmatched anywhere in the world for the syn-
thesis, fabrication, and analysis of nanoparticles and nanomaterials.

We will fully fund the programs in advanced scientific computing including sup-
port for: increasing capacity to 100-150 teraflops (trillions of operations per second)
for high-performance production computing at the National Energy Research Sci-
entific Computing Center (NERSC); 250 teraflop capability for modeling and simula-
tion of scientific problems in combustion, fusion, and complex chemical reactions at
Oak Ridge National Laboratory’s Leadership Computing Facility; and installation of
a 100 teraflop peak capacity IBM Blue Gene P system at Argonne National Labora-
tory’s Leadership Computing Facility to extend architectural diversity in leadership
computing and address challenges in catalysis, protein/DNA complexes, and mate-
rials sciences related to next-generation design of nuclear reactors.

The Office of Science designs, constructs, and operates facilities and instruments
that give U.S. scientists an “order of magnitude” lead over foreign competition in
key scientific fields. For example, increasing the computing capacity at NERSC and
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the Leadership Computing Facilities will give the United States computational ca-
pabilities for open scientific research that are at least 10 times greater than avail-
able anywhere else. The Linac Coherent Light Source (LCLS) at the Stanford Linear
Accelerator Center, when it comes on line in 2009, will produce X-rays 10 billion
times, or 10 orders of magnitude more intense than any existing X-ray source in
the world, and allow structural studies on individual nanoscale particles and single
biomolecules. The Spallation Neutron Source (SNS), the world’s forefront neutron
scattering facility, will increase the number of neutrons available for cutting-edge
research by a factor of 10 over any existing Spallation neutron source in the world
when operations begin this year. We will be supporting the first full year of SNS
operations in fiscal year 2007 as well as the fabrication of four to five instruments
that are part of the initial suite of instruments for the target station.

In fiscal year 2007, we will begin R&D and project engineering and design for the
next generation of synchrotron light sources. The National Synchrotron Light
Source-II (NSLS-II) will deliver orders of magnitude improvement in spatial resolu-
tion, providing the world’s finest capabilities for X-ray imaging and enabling the
study of material properties and functions, particularly at the nanoscale, at a level
of detail and precision never before possible. Its energy resolution will explore dy-
namical properties of matter as no other light source has ever accomplished.

Our research programs in nuclear physics continue to receive strong support. We
will continue optimum operations at the Relativistic Heavy Ion Collider (RHIC), and
support additional instrumentation projects for RHIC for studying the properties of
hot, dense nuclear matter, providing insight into the early universe. We will also
support increased operations at the Continuous Electron Beam Accelerator Facility
(CEBAF) and project engineering and design for doubling the energy of the existing
beam at CEBAF to 12 gigaelectron volts. It will image directly individual quarks
and gluons in the nucleus, something never before accomplished.

In addition to supporting core experimental and theoretical high-energy physics
research, we will double the resources for R&D for the proposed high-energy, high
luminosity electron-positron International Linear Collider. And we will maintain
strong support for U.S. participation in the research program at the Large Hadron
Collider, scheduled to begin operations in 2007.

The Office of Science will expand the Genomics: GTL program—a program that
builds on the advances in genome sequencing, molecular science, and computation,
to understand and ultimately harness the functions of microbes to address DOE’s
mission needs.

We will also continue to support the development of leaders in the science and
mathematics education community through a tripling of the number of K-12 teach-
ers participating in the Laboratory Science Teacher Professional Development pro-
gram, focusing on middle school teachers and students. This immersion program,
working with master teachers and laboratory mentor scientists, builds content
knowledge, research skills, and a lasting connection to the scientific community,
leading to more effective teaching that inspires students in science and mathe-
matics.

SCIENCE ACCOMPLISHMENTS

Over the past 50 years, the Office of Science has blended cutting-edge research
and innovative problem solving to keep the United States at the forefront of sci-
entific discovery. American taxpayers have received great value for their investment
in basic research sponsored by the Office of Science that has led to significant tech-
nological innovations, new intellectual capital, enhanced economic competitiveness,
and improved quality of life. The following are some of the past year’s highlights:

Promoting the Contributions of Physics to Our Quality of Life—2005 World Year
of Physics.—The Office of Science, in coordination with researchers at universities
nationwide and the DOE national laboratories, celebrated the 2005 World Year of
Physics through a year-long program of activities and materials highlighting how
physics enables advances in science and contributes to the quality of life. In celebra-
tion of the centennial of Albert Einstein’s “miracle year”, 1905, when he published
four papers that laid the foundations of much of physics as we know it today, the
Office of Science co-sponsored a new PBS NOVA program, “Einstein’s Big Idea”, and
its associated educational materials. The program aired on PBS stations nationwide
in October 2005. Library guides about the program were distributed to all 16,000
libraries nationwide, and teacher’s guides were sent nationwide to 15,000 high
school physics teachers, 3,700 middle school physics teachers, and 400 middle school
science chairs. Several of the national laboratories held special lectures, symposia,
and education events for local middle school and high school students and the sur-
rounding communities. A DOE/Office of Science website was created to educate the



123

public about the significance of Einstein’s revolutionary work, describe the role of
physics in various science and technology fields, publicize events, and highlight the
work of DOE-sponsored physicists. The “DOE Physicists at Work” website continues
to profile the work of young physicists conducting research in the universities and
national laboratories funded by the Office of Science. Several activities coordinated
by the American Physical Society were also co-sponsored by the Office of Science
including Physics Quest, an outreach event held on the grounds of the Institute for
Advanced Studies in Princeton, NJ, that took over 100,000 middle school students
through a series of experiments on a hunt to finding Einstein’s “missing treasure”,
and Physics on the Road, a project that supported the materials and equipment for
teams from colleges and universities to perform physics demonstrations at schools
and public venues.

Nobel Prize in Chemistry.—The 2005 Nobel prize in chemistry was awarded to
Robert H. Grubbs (CalTech), Richard R. Schrock (MIT), and Yves Chauvin (French
Petroleum Institute) for the development of the “metathesis method” in organic syn-
thesis. This method of selectively stripping out certain atoms in a compound and
replacing them with atoms that were previously part of another compound employs
novel catalysts to simplify the process of custom-building molecules with specialized
properties. Metathesis has led to industrial and pharmaceutical methods that are
more efficient, produce fewer by-products, and are more environmentally friendly.
The work of the laureates has major significance in the production of fuels, syn-
thetic fibers, plastics, and pharmaceuticals. The Office of Science has supported Dr.
Schrock’s work in catalytic chemistry at the Massachusetts Institute of Technology
since 1979 and supported Dr. Grubbs’ work in homogeneous catalysis at Caltech
from 1979 through 1988.

Discoveries and Capabilities at the Frontier of Nanoscale Science.—In 2005, the
world’s first hard X-ray nanoprobe beamline was activated at the Advanced Photon
Source (Argonne). The X-ray microscope nanoprobe will provide spatial resolution of
30 nanometers or better, making it a valuable tool for studying nanomaterials as
the new Center for Nanoscale Materials begins operations in 2006 at Argonne Na-
tional Laboratory. Researchers at the Stanford Synchrotron Radiation Laboratory
have developed new methods for studying the structure of nanomaterials through
a combined use of X-ray scattering and absorption measurement techniques that
has led to significant advances in understanding the structures of nanomaterials
and routine characterization of bacterial nano-minerals. Scientific discoveries at the
nanoscale in 2005 include the following: ultrathin films, six atoms thick, that re-
tained ferroelectric properties needed for next generation nanoscale devices such as
electronics and sensors; ultrafast laser techniques observed the fastest reversible
phase transition between nanocrystal structures ever recorded with the transition
of vanadium oxide crystals switching from a semiconducting to metallic phase mate-
rial; the fabrication of novel semiconductor nanocrystal polymer solar cells that
demonstrated surprisingly high efficiencies; and the development of the world’s
smallest synthetic nanomotor—a 300 nanometer gold rotor on a carbon nanotube
shaft—demonstrating advances in the miniaturization of electromagnetic devices.

Delivering Forefront Computational and Networking Capabilities for Science.—
Several computational sciences and networking advances made in 2005 enable more
effective use of leadership-scale computing resources and management of the grow-
ing data volumes from the scientific user facilities: computer science researchers
have significantly enhanced the performance of simulation models for fusion, atmos-
pheric science, and quantum chemistry applications and continue to improve pro-
gramming models that optimize complex scientific applications run on computers
with hundreds to thousands of processors; researchers at Argonne National Labora-
tory have produced a new modeling and solution paradigm for the design of efficient
electricity markets; the Energy Sciences Network completed the first metropolitan
area network connecting six DOE sites in the San Francisco Bay Area with dual
connectivity at 20 gigabits per second, 10 to 50 times the previous bandwidth at
each site, also improving reliability and lowering costs; and the UltraScienceNet
Testbed completed deployment in August 2005 of its 20 gigabit per second
reconfigurable optical network testbed designed to test advanced optical network
technologies such as advanced data transfer networking technologies designed to
meet the increasing demand for bandwidth and the needs of next-generation sci-
entific instruments.

Advances in Biotechnology for Energy and the Environment.—Progress towards
understanding how living organisms interact with and respond to their environ-
ment, and how those processes involved can be utilized, was gained through the fol-
lowing accomplishments: researchers applied both genomic and proteomic ap-
proaches to characterize a naturally occurring microbial community for the first
time at a remediation site, producing insights into potential biotechnology strategies
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for remediation of toxic materials; advanced genomic sequencing technologies ap-
plied to samples taken from the Sargasso Sea led to the discovery of over a million
new genes that had never been seen before, identifying the potential of environ-
mental genomics for discovering new microbe functionalities that can be harnessed
for energy or environmental applications; researchers have developed the ability to
insert fiber-optic probes into living cells to watch cellular processes unfold in real
time; and a new clearinghouse was established that contains approximately 300
draft or completed genome sequences of microbes, associated information about the
gene, protein functions, and biochemical pathways, and browsing tools to help re-
searchers sort through and analyze genomic data.

Accomplishments in Theory, Simulation, and Experiments Energize Fusion Re-
search Towards ITER.—With progress on the international agreement to build
ITER, investigations on the theory, simulation, and experimentation related to
burning plasma and ITER related issues increased in 2005. The results of some of
those studies include the following: researchers achieved ITER level plasma pres-
sure at the Alcator C-Mod facility, a world record absolute pressure for magnetic
confinement experiments; separate experiments on DIII-D indicated higher plasma
pressures can be obtained without a penalty to energy confinement, suggesting that
ITER could achieve higher fusion power output than originally conceived; multi-
teraflop performance was achieved on a leading plasma micro-turbulence simulation
code, demonstrating the ability of the code to effectively utilize increased computa-
tional capabilities and accelerate the pace of discoveries in this area of fusion plas-
ma research; and high-performance reduced-activation steels tested under fusion-
relevant conditions demonstrated superior performance under intense neutron radi-
ation compared to conventional steels, making these materials lead candidates for
structural components of ITER.

PROGRAM OBJECTIVES AND PERFORMANCE

The path from basic research to industrial competitiveness is not always obvious.
History has taught us that seeking answers to fundamental questions results in a
diverse array of practical applications as well as some remarkable revolutionary ad-
vances. Working with the scientific community, the Office of Science invests in the
most promising research and sets definite and challenging long-term scientific goals
with meaningful annual targets. The intent and impact of our performance goals
may not always be clear to those outside the research community. Therefore the Of-
fice of Science has created a website (www.sc.doe.gov/measures) to better commu-
nicate what we are measuring and why it is important. This website also tracks
progress toward management improvements and describes a wide array of program
accomplishments.

ORGANIZATION

The OneSC Project was initiated to streamline the Office of Science structure and
improve operations across the Office of Science complex in keeping with the prin-
ciples of the President’s Management Agenda to manage government programs
more efficiently and effectively. The Office of Science has been officially reorganized
under the OneSC structure (Figure 2). Phase 1 of the reorganization was effective
March 20, 2005. Phase 2 of OneSC involves human capital and organizational needs
analyses and reengineering of SC business and management operations and proc-
esses. The Office of Science business practices and processes will be optimized to
remove unnecessary work and support enhanced stewardship and oversight of the
Office of Science laboratories. Attrition, retraining, reassignments, and workforce
management incentives will be utilized to manage changes in staffing levels or skill
mix needs resulting from Phase 2 activities. No downgrades, involuntary geo-
graphical transfers, separations, or reductions-in-force are planned or expected.
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Figure 2

SCIENCE PROGRAMS

Basic Energy Sciences

Fiscal Year 2006 Appropriation—$1,134.6 Million; Fiscal Year 2007 Request—
$1,421.0 Million

Basic research supported by the Basic Energy Sciences (BES) program touches
virtually every aspect of energy resources, production, conversion, efficiency, and
waste mitigation. Research in materials sciences and engineering leads to the devel-
opment of materials that improve the efficiency, economy, environmental accept-
ability, and safety of energy generation, conversion, transmission, and use. Research
in chemistry leads to the development of advances such as efficient combustion sys-
tems with reduced emissions of pollutants; new solar photo conversion processes;
improved catalysts for the production of fuels and chemicals; and better separations
and analytical methods for applications in energy processes, environmental remedi-
ation, and waste management. Research in geosciences contributes to the solution
of problems in multiple DOE mission areas, including reactive fluid flow studies to
understand contaminant remediation and seismic imaging for reservoir definition.
Research in the molecular and biochemical nature of photosynthesis aids the devel-
opment of solar photo energy conversion and biomass conversion. In fiscal year
2007, the Office of Science will support expanded efforts in basic research related
to transformational energy technologies. Within BES, there are increases to ongoing
basic research for effective solar energy utilization, for the hydrogen economy, and
for work underpinning advanced nuclear energy power. BES also asks researchers
to reach far beyond today’s problems in order to provide the basis for long-term solu-
tions to what is probably society’s greatest challenge—a secure, abundant, and clean
energy supply. To that end, the fiscal year 2007 budget request would also increase
research for grand challenge science questions and for new technique development
in complex systems or emergent behavior, ultrafast science, mid-scale instrumenta-
tion, and chemical imaging.

BES also provides the Nation’s researchers with world-class research facilities, in-
cluding reactor- and accelerator-based neutron sources, light sources soon to include
the X-ray free electron laser, nanoscale science research centers, and electron beam
micro-characterization centers. These facilities provide outstanding capabilities for
imaging and characterizing materials of all kinds from metals, alloys, and ceramics
to fragile biological samples. The next steps in the characterization and the ultimate
control of materials properties and chemical reactivity are to improve spatial resolu-
tion of imaging techniques; to enable a wide variety of samples, sample sizes, and
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sample environments to be used in imaging experiments; and to make measure-
ments on very short time scales, comparable to the time of a chemical reaction or
the formation of a chemical bond. With these tools, we will be able to understand
how the composition of materials affects their properties, to watch proteins fold, to
see chemical reactions, and to understand and observe the nature of the chemical
bond. For fiscal year 2007, BES scientific user facilities will be scheduled to operate
at an optimal number of hours.

Construction of the Spallation Neutron Source (SNS) will be completed during the
3rd quarter of fiscal year 2006 and will join the suite of BES scientific user facili-
ties. In fiscal year 2007, BES will support continued fabrication and commissioning
of SNS instruments, funded both as part of the SNS project and from other sources
including non-DOE sources, and will increase power to full levels. A new Major Item
of Equipment is funded in fiscal year 2007 that will allow the fabrication of approxi-
mately four to five additional instruments for the SNS, thus nearly completing the
initial suite of 24 instruments that can be accommodated in the high-power target
station.

Four Nanoscale Science Research Centers will be fully operational in fiscal year
2007: the Center for Nanophase Materials Sciences at Oak Ridge National Labora-
tory, the Molecular Foundry at Lawrence Berkeley National Laboratory, the Center
for Nanoscale Materials at Argonne National Laboratory, and the Center for Inte-
grated Nanotechnologies at Sandia National Laboratories and Los Alamos National
Laboratory. A fifth Center, the Center for Functional Nanomaterials at Brookhaven
National Laboratory, will receive final year construction funding. In fiscal year
2007, there are significant shifts in the nanoscale science and engineering research
activities contributing to the BES investments in research at the nanoscale and a
substantial overall increase in funding. Overall, the total investment for these
Nanoscale Science Research Centers decreases by about 10 percent owing to the
planned decrease in construction funding. Funding for research at the nanoscale in-
creases very significantly owing to increases in funding for activities related to the
hydrogen economy, solar energy conversion, and advanced nuclear energy.

The Linac Coherent Light Source (LCLS) at the Stanford Linear Accelerator Cen-
ter (SLAC) will continue Project Engineering Design (PED) and construction at the
planned levels. The purpose of the LCLS Project is to provide laser-like radiation
in the X-ray region of the spectrum that is 10 billion times greater in peak power
and peak brightness than any existing coherent X-ray light source and that has
pulse lengths measured in femtoseconds—the timescale of electronic and atomic mo-
tions. The LCLS will the first facility in the world for such groundbreaking research
in the physical and life sciences. Support is also provided for PED and R&D for the
National Synchrotron Light Source-II (NSLS-II), which will be a new synchrotron
light source, highly optimized to deliver ultra-high brightness and flux and excep-
tional beam stability. This would enable the study of material properties and func-
tions with a spatial resolution of 1 nanometer (nm), an energy resolution of 0.1
millielectron volt (meV), and the ultra-high sensitivity required to perform spectros-
copy on a single atom. NSLS-IIT will be transformational in opening new regimes
of scientific discovery and investigation. The ability to probe materials with 1 nm
or better spatial resolution and to analyze their dynamics with 0.1 meV energy reso-
lution will be truly revolutionary.

The Scientific Discovery through Advanced Computing (SciDAC) program is a set
of coordinated investments across all Office of Science mission areas with the goal
of achieving breakthrough scientific advances via computer simulation that were im-
possible using theoretical or laboratory studies alone. The SciDAC program in BES
consists of two major activities: (1) characterizing chemically reacting flows as exem-
plified by combustion and (2) achieving scalability in the first-principles calculation
of molecular properties, including chemical reaction rates.

Advanced Scientific Computing Research

Fiscal Year 2006 Appropriation—$234.7 Million; Fiscal Year 2007 Request—
$318.6 Million

The Advanced Scientific Computing Research (ASCR) program is expanding the
capability of world-class scientific research capacity through advances in mathe-
matics, high performance computing and advanced networks, and through the appli-
cation of computers capable of many trillions of operations per second (terascale
computers) to advanced scientific applications. Computer-based simulation enables
us to understand and predict the behavior of complex systems that are beyond the
reach of our most powerful experimental probes or our most sophisticated theories.
Computational modeling has greatly advanced our understanding of fundamental
processes of Nature, such as fluid flow and turbulence or molecular structure and
reactivity. Soon, through modeling and simulation, we will be able to explore the
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interior of stars to understand how the chemical elements were created and learn
how protein machines work inside living cells to enable the design of microbes that
address critical energy or waste cleanup needs. We could also design novel catalysts
and high-efficiency engines that expand our economy, lower pollution, and reduce
our dependence on foreign oil. Computational science is increasingly important to
progress at the frontiers of almost every scientific discipline and to our most chal-
lenging feats of engineering. The science of the future demands that we advance be-
yond our current computational abilities.

For the past two decades SC, and the worldwide scientific community, have been
harvesting their success in building and developing the Internet. This has enabled
roughly a doubling in bandwidth every 2 years with no increase in cost. However,
the demands of today’s facilities, which generate millions of gigabytes per year of
data, now outstrip the capabilities of the Internet design and the algorithms, soft-
ware tools, libraries, and environments needed to accelerate scientific discovery
through modeling and simulation are beyond the realm of commercial interest. How-
ever, the evolution of the telecom market, including the availability of direct access
to optical fiber at attractive prices and the availability of flexible dense wave divi-
sion multiplexing (DWDM) products gives SC the possibility of exploiting these tech-
nologies to provide scientific data where it is needed at speeds commensurate with
the new data volumes. However, to take advantage of this opportunity significant
research is needed to integrate these capabilities, make them available to scientists,
and build the infrastructure which can provide cybersecurity in this environment.

The Mathematical, Information, and Computational Sciences (MICS) effort sup-
ports the core research of the ASCR program. To establish and maintain net-
working, modeling and simulation leadership in scientific areas that are important
to DOE’s mission, the MICS subprogram employs a broad, but integrated, research
strategy. The MICS subprogram’s basic research portfolio in applied mathematics
and computer science provides the foundation for enabling research activities, which
include efforts to advance networking and to develop software tools, libraries, and
environments. Results from enabling research supported by the MICS subprogram
are used by computational scientists supported by other SC and DOE programs.
This link to other DOE programs provides a tangible assessment of the value of the
MICS subprogram for advancing scientific discovery and technology development
through simulations. In addition to its research activities, the MICS subprogram
plans, develops, and operates supercomputer and network facilities that are avail-
able—24 hours a day, 365 days a year—to researchers working on problems relevant
to DOE’s scientific missions. In fiscal year 2007, the Energy Science Network
(ESnet) will deliver a backbone network with two to four times the capability of to-
day’s network, to support the science mission of the Department. In addition, the
National Energy Research Scientific Computing Center (NERSC) will be upgraded
in fiscal year 2006 to add a NERSC—5 machine with 100-150 teraflops of peak com-
puting capacity early in fiscal year 2007. The NERSC computational resources are
integrated by a common high performance file storage system that enables users to
easily use all machines. Therefore the new machine will significantly reduce the cur-
rent oversubscription at NERSC which serves nearly 2,000 scientists annually.

The Oak Ridge National Laboratory (ORNL) Leadership Computing Facility
(LCF), selected under the Leadership Computing Competition in fiscal year 2004,
will be enhanced to deliver 250 teraflops of peak capability in fiscal year 2007 for
scientific applications. In addition, further diversity with the LCF resources will be
realized with an acquisition by Argonne National Laboratory (ANL) of a high per-
formance IBM Blue Gene P with low-electrical power requirements and a peak capa-
bility of up to 100 teraflops. The expansion of the Leadership Computing Facility
to include the Blue Gene computer at ANL was an important element of the joint
ORNL, ANL, and PNNL proposal selected in 2004 to enable solutions for scientific
problems beyond what would be attainable through a continued simple extrapo-
lation of current computational capabilities. The capability provided in fiscal year
2007 will accelerate scientific understanding in many areas of science important to
DOE including materials science, biology, and advanced designs of nuclear reactors.

The research focus of ASCR SciDAC activities includes Integrated Software Infra-
structure Centers (ISICs). ISICs are partnerships between DOE national labora-
tories and universities focused on research, development, and deployment of soft-
ware to accelerate the development of SciDAC application codes. Progress to date
includes significant improvements in performance modeling and analysis capabili-
ties that have led to doubling the performance on 64 processors of the Community
Atmosphere Model component of the SciDAC climate modeling activity. In fiscal
year 2006, ASCR is recompeting its SciDAC portfolio, with the exception of activities
in partnership with the Office of Fusion Energy that were initiated in fiscal year
2005. In addition, in fiscal year 2007 ASCR will continue the competitively selected
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SciDAC institutes which can become centers of excellence in high end computational
science in areas that are critical to DOE missions.

Advancing high performance computing and computation is a highly coordinated
interagency effort. ASCR has extensive partnerships with other Federal agencies
and the National Nuclear Security Administration (NNSA). The activities funded by
the MICS subprogram are coordinated with other Federal efforts through the
NITR&D subcommittee of the National Science and Technology Council and its
Technology Committee. The subcommittee coordinates planning, budgeting, and as-
sessment activities of the multiagency NITR&D enterprise. DOE has been an active
participant in these coordination groups and committees since their inception. The
MICS subprogram will continue to coordinate its activities through these mecha-
nisms and will lead the development of new coordinating mechanisms as needs
arise. The DOE program solves mission critical problems in scientific computing. In
addition, results from the DOE program benefit the Nation’s information technology
basic research effort. The fiscal year 2007 program positions DOE to make addi-
tional contributions to this effort.

Biological and Environmental Research

Fiscal Year 2006 Appropriation—$451.1 Million?; Fiscal Year 2007 Request—
$510.3 Million

Biological and Environmental Research (BER) supports basic research with broad
impacts on our health, our environment, and our energy future. Biotechnology solu-
tions are possible for DOE energy and environmental challenges by understanding
complex biological systems and developing computational tools to model and predict
their behavior. An ability to predict long-range and regional climate enables effec-
tive planning for future needs in energy, agriculture, and land and water use. Un-
derstanding the global carbon cycle and the associated role and capabilities of mi-
crobes and plants can lead to solutions for reducing carbon dioxide concentrations
in the atmosphere. Understanding the complex role of biology, geochemistry, and
hydrology beneath the Earth’s surface will lead to improved decision making and
solutions for contaminated DOE weapons sites. Both normal and abnormal health—
from normal human development to cancer to brain function—can be understood
and improved using radiotracers, advanced imaging instruments, and novel bio-
medical devices. Understanding the biological effects of low doses of radiation can
lead to the development of science-based health risk policy to better protect workers
and citizens.

The fiscal year 2007 budget includes funds for the continued expansion of the
Genomics: GTL program—a program at the forefront of the biological revolution.
This program employs a systems approach to biology at the interface of the biologi-
cal, physical, and computational sciences to address DOE’s mission needs. This re-
search will continue to more fully characterize the inventory of multi-protein molec-
ular machines found in selected DOE-relevant microbes and higher organisms. It
will determine the diverse biochemical capabilities of microbes and microbial com-
munities, especially as they relate to potential biological solutions to DOE needs,
found in populations of microbes isolated from DOE-relevant sites. Within the
Genomics: GTL program, BER will develop the understanding needed to advance
biotechnology-based strategies for biofuel production, focusing on biohydrogen and
bioethanol.

Ethanol produced from corn starch is currently the most widely consumed biofuel
in the United States. The production of cellulosic ethanol from biomass has the po-
tential to reduce current oil demand by one-third without reducing the food supply
or damaging the environment. Currently, a biochemical conversion of biomass to
ethanol involves three basic steps: (1) breakdown of raw biomass using heat and
chemicals, (2) use of enzymes to breakdown plant cell wall materials into simple
sugars, and (3) conversion of the sugars into ethanol using microbes. The long-term
goal is to integrate the bioprocessing into a single step. Accomplishing this requires
the development of genetically modified, multifunctional microbes or a stable mixed
culture of microbes capable of carrying out all biologically mediated transformations
needed for the complete conversion of biomass to ethanol. Research will be sup-
ported on a variety of enzymes and microbes that contribute (individually and to-
gether) to the conversion of cellulose to ethanol; analysis of enzymes to understand
how they interact with and breakdown cellulose; a determination of the factors, such
as temperature and different combinations of sugars, that influence biomass deg-
radation or ethanol production; strategies for producing and maintaining stable
mixed cultures of microbes; and improved capabilities for genetically engineering

1Does not include $128.7 Million in Congressionally-directed projects.
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microbes that produce bioethanol. This research will lead to increased under-
standing of microbe-based production of cellulosic ethanol, increased production effi-
ciencies, and reduced costs that will make cellulosic ethanol a cost competitive alter-
native to gasoline in the coming decades.

Under certain conditions, green algae and a type of bacteria known as
cyanobacteria can use energy from the sun to split water and generate hydrogen.
This process, known as biophotolysis, has the potential to produce hydrogen on the
scale necessary for meeting future energy demand. It also uses water as a source
of hydrogen—a clean, renewable, carbon-free (i.e., non-fossil fuel based), substrate
available in virtually inexhaustible quantities and is potentially the most efficient
conversion of solar energy to hydrogen. Theoretically, the maximum energetic effi-
ciency for direct biophotolysis is 40 percent compared with a maximum of about 1
percent for hydrogen production from biomass (Critical Reviews in Microbiology 31,
19-31, 2005). Research will include investigations on a range of hydrogen-producing
enzymes and organisms, understanding how hydrogenase (the enzyme that cleaves
water to produce hydrogen) work, the inhibition of hydrogenase activity by oxygen,
and genetic regulatory and biochemical processes that influence hydrogen produc-
tion. This new knowledge will be used to engineer microbes to use in hydrogen bio-
reactors or enzyme-catalysts to use in bioinspired nanostructures for hydrogen pro-
duction.

In 2003, the administration launched the Climate Change Research Initiative
(CCRI) to focus research on areas where substantial progress in understanding and
predicting climate change, including its causes and consequences, is possible over
the next 5 years. In fiscal year 2007, BER will contribute to the CCRI from four
programs: Terrestrial Carbon Processes, Climate Change Prediction, ARM, and Inte-
grated Assessment. Activities will be focused on (1) helping to resolve the North
American carbon sink question (i.e., the magnitude and location of the North Amer-
ican carbon sink); (2) deployment and operation of a mobile ARM Cloud and Radi-
ation Testbed facility to provide data on the effects of clouds and aerosols on the
atmospheric radiation budget in regions and locations of opportunity where data is
lacking or sparse; (3) using advanced climate models to simulate potential effects
of natural and human-induced climate forcing on global and regional climate and
the potential effects on climate of alternative options for mitigating increases in
human forcing of climate; and (4) developing and evaluating assessment tools need-
ed to study costs and benefits of potential strategies for reducing net carbon dioxide
emissions.

In fiscal year 2007, BER SciDAC-enabled activities will allow climate scientists
to gain unprecedented insights into potential effects of energy production and use
on the global climate system. BER will also add a SciDAC component to GTL and
Environmental Remediation research. GTL SciDAC will initiate new research to de-
velop mathematical and computational tools needed for complex biological system
modeling and for analysis of complex data sets, such as mass spectrometry data. En-
vironmental Remediation SciDAC will provide an opportunity for subsurface and
computational scientists to develop and improve methods of simulating subsurface
reactive transport processes on “leadership class” computers.

Research emphasis within BER’s Environmental Remediation Sciences subpro-
gram will be focused on issues of subsurface cleanup such as defining and under-
standing the processes that control contaminant fate and transport in the environ-
ment and providing opportunities for use, or manipulation of natural processes to
alter contaminant mobility. The resulting knowledge and technology will assist
DOE’s environmental clean-up and stewardship missions. Funding for experimental
equipment recapitalization at the William R. Wiley Environmental Molecular
Sciences Laboratory (EMSL) at Pacific Northwest National Laboratory (PNNL) will
be increased in fiscal year 2007.

BER will also continue in fiscal year 2007 to support fundamental research in
genomics, medical applications and measurement science, and the health effects of
low dose radiation. Resources are developed and made widely available for deter-
mining protein structures at DOE synchrotrons, for high-throughput genetic studies
using mice, and for DOE-relevant high-throughput genomic DNA sequencing. Build-
ing on DOE capabilities in physics, chemistry, engineering, biology and computation,
BER supports fundamental imaging research, maintains core infrastructure for im-
aging research, and develops new technologies to improve the diagnosis and treat-
ment of psycho-neurological diseases and cancer and to improve the function of pa-
tients with neurological disabilities such as blindness.
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High Energy Physics

Fiscal Year 2006 Appropriation—3$716.7 Million; Fiscal Year 2007 Request—
$775.1 Million

The High Energy Physics (HEP) program provides over 90 percent of the Federal
support for the Nation’s high energy physics research. This research advances our
understanding of how the universe works at its most basic level, from the elemen-
tary constituents of matter to the recently discovered but still mysterious dark en-
ergy and dark matter that so dominate our universe. Our research aims to solve
one of Nature’s deepest paradoxes: why does the universe appear to be made of mat-
ter but not antimatter? How can the laws of the atom and those of cosmological
gravity resolve themselves to Einstein’s long-sought unified theory of matter and
force? HEP provides research facilities and advances our knowledge, not only in
high energy physics, but increasingly in other fields, including particle astrophysics
and cosmology. Research advances in one field often have a strong impact on re-
search directions in another. Technology that was developed in response to the de-
mands of high energy physics research has also become indispensable to other fields
of science and has found wide applications in industry and medicine, often in ways
that could not have been predicted when the technology was first developed. Exam-
ples include medical imaging, radiation therapy for cancer using particle beams, ion
implantation of layers in semiconductors, materials research with electron micros-
copy, and the World Wide Web. The accelerator technologies of high-power X-ray
light sources, from synchrotron radiation facilities to the new coherent light sources,
are all derived from high energy physics accelerator technology.

The U.S. HEP program in fiscal year 2007 will continue to lead the world with
forefront user facilities at the Fermi National Accelerator Laboratory (Fermilab) and
SLAC that help answer the key scientific questions outlined above, but these facili-
ties are scheduled to complete their scientific missions by the end of the decade.
Thus, the longer-term HEP program supported by this request begins to develop
new world-leading facilities in targeted areas (for example, neutrino physics) that
will establish a U.S. leadership role in these areas in the next decade. Further, HEP
has prioritized current R&D efforts to select those which will provide the most com-
pelling science opportunities in the coming decade within the available resources.
For these reasons, the highest priority R&D effort is the development of the pro-
posed International Linear Collider (ILC), and this request significantly advances
the ILC R&D program. In making these decisions HEP has carefully considered the
recommendations of the High Energy Physics Advisory Panel (HEPAP) and plan-
ning studies produced by the U.S. scientific community, including the National
Academy of Sciences.

R&D in support of the ILC is doubled relative to fiscal year 2006 to support a
U.S. leadership role in a comprehensive, coordinated international R&D program,
and to provide a basis for U.S. industry to compete successfully for major subsystem
contracts. The long-term goal of this effort is to support a decision on a construction
start of an international electron-positron linear collider around the end of the dec-
ade. In fiscal year 2005 an international collaboration called the Global Design Ef-
fort (GDE) was organized to coordinate the R&D and design of a linear collider.

To provide a nearer-term future HEP program, and to preserve future research
options, R&D for accelerator and detector technologies, particularly in the growing
area of neutrino physics, will continue at an increased level relative to fiscal year
2006. With Tevatron improvements completed, much of the accelerator development
effort at Fermilab in fiscal year 2007 will focus on the neutrino program to study
the universe’s most prolific particle. The Neutrinos at the Main Injector (NuMI)
beam allows studies of the fundamental physics of neutrino masses and mixings
using the proton source section of the Tevatron complex. NuMI has begun oper-
ations and will eventually put much higher demands on that set of accelerators. A
program of enhanced maintenance, operational improvements, and equipment up-
grades is being developed to meet these higher demands, while continuing to run
the Tevatron. Engineering design will begin on a new detector optimized to detect
electron neutrinos, the Electron Neutrino Appearance (EvA) Detector, which will
utilize the NuMI beam. Participation will begin in a reactor-based neutrino experi-
ment. Meanwhile, R&D will continue for a high-intensity neutrino super beam facil-
ity and a double beta decay experiment. These efforts are part of a coordinated neu-
trino program developed from an American Physical Society study and a joint
HEPAP/Nuclear Sciences Advisory Committee (NSAC) subpanel review.

In order to exploit the unique opportunity to expand the boundaries of our under-
standing of the matter-antimatter asymmetry in the universe, a high priority is
given to continued operations and infrastructure support for the B-factory at SLAC.
Upgrades to the accelerator and detector are currently scheduled for completion in
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2006, and our baseline plan is to have B-factory operations conclude in fiscal year
2008. We are also engaging with our advisory panels and international collaborating
partners on the precise timetable for completion of B-Factory operations and follow-
on data analyses.

As the Large Hadron Collider (LHC) accelerator nears its turn-on date in 2007,
U.S. activities related to fabrication of detector components will be completed and
new activities related to commissioning and pre-operations of these detectors, along
with software and computing activities needed to analyze the data, will ramp-up sig-
nificantly. A scientifically vigorous role for U.S. research groups in the LHC physics
program will continue to be a high priority of the HEP program.

In order to explore the nature of dark energy, support for R&D on competitively-
selected dark energy space-based mission concepts, including the Super Nova/Accel-
eration Probe (SNAP), will be significantly increased in fiscal year 2007. SNAP will
be a mission concept proposed for a potential interagency sponsored experiment
with NASA, the Joint Dark Energy Mission (JDEM). This joint mission will provide
important new information about the nature of dark energy that will in turn lead
to a better understanding of the birth, evolution, and ultimate fate of the universe.
In fiscal year 2007, R&D will also be supported for ground facilities (in cooperation
with NSF) and/or a variety of space-based facilities which could provide independent
and complementary measurements of the nature of dark energy. Advice from the
scientific community will be solicited to aid in selecting the particular concepts to
be developed.

In fiscal year 2005, the HEP program completed the original SciDAC programs
in the areas of accelerator modeling and design, theoretical physics, astrophysics,
and applying grid technology. Each of these projects has made significant strides in
forging new and diverse collaborations (both among different disciplines of physics
and between physicists and computational scientists) that have enabled the develop-
ment and use of new and improved software for large-scale simulations. To build
on these successes, the HEP program will re-compete its SciDAC portfolio in fiscal
year 2006 to obtain significant new insights through computational science into
challenging problems that have the greatest impact in HEP mission areas.

Nuclear Physics

Fiscal Year 2006 Appropriation—3$367.0 Million; Fiscal Year 2007 Request—
$454.1 Million

The Nuclear Physics (NP) program is the major sponsor of fundamental nuclear
physics research in the Nation, providing about 90 percent of Federal support. NP
builds and operates world-leading scientific facilities and state-of-the-art instrumen-
tation to study the evolution and structure of nuclear matter, from the smallest
building blocks, quarks and gluons, to the stable elements in the Universe created
by stars. Key aspects to these studies are understanding how the quarks and gluons
combine to form the nucleons (proton and neutron), what are the properties and be-
havior of nuclear matter under extreme conditions of temperature and pressure, and
what are the properties and reaction rates for atomic nuclei up to their limits of
stability. Results and insight from these studies are relevant to understanding how
the universe evolved in its earliest moments, how the chemical elements were
formed, and how the properties of one of Nature’s basic constituents, the neutrino,
influences astrophysics phenomena such as supernovae. Nuclear physics also has
had great impact on human life. Knowledge and techniques developed in pursuit of
fundamental nuclear physics research are extensively utilized in our society today.
The understanding of nuclear spin enabled the development of magnetic resonance
imaging for medical use. Radioactive isotopes produced by accelerators and reactors
are used for medical imaging, cancer therapy, and biochemical studies. Advances in
cutting-edge instrumentation developed for nuclear physics experiments have rel-
evance to technological needs in combating terrorism. The highly trained scientific
and technical personnel in fundamental nuclear physics that are a product of the
program are a valuable human resource for many applied fields.

The fiscal year 2007 budget request increases support for operations and research
by ~21 percent compared to fiscal year 2006. At this funding level, overall oper-
ations of the four National User Facilities and research efforts at universities and
laboratories are supported at near optimal levels. This will allow researchers to
make effective progress towards the program’s scientific goals and milestones. In fis-
cal year 2007 modest funding is provided for generic exotic beam R&D directed to-
wards development of capabilities for forefront nuclear structure and astrophysics
studies and to understand the origin of the elements from iron to uranium.

When the Universe was a millionth of a second old, nuclear matter is believed
to have existed in its most extreme energy density form called the quark-gluon plas-
ma. Experiments at the Relativistic Heavy Ion Collider’s (RHIC) at Brookhaven Na-
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tional Laboratory (BNL) are searching to find and characterize this new state.
These efforts will continue in fiscal year 2007, with increased support. NP, together
with the National Aeronautics and Space Administration (NASA), begins construc-
tion of a new Electron Beam Ion Source (EBIS) to provide RHIC with more cost-
effective, reliable, and versatile operations. Research and development activities, in-
cluding the development of an innovative electron beam cooling system for RHIC,
are expected to demonstrate the feasibility of increasing the luminosity or collision
rate of the circulating beams by a factor of 10. In addition to RHIC efforts, the High
Energy Density Physics activities include NP contributions to enhance the heavy ion
triggering and measurement capabilities of LHC experiments under construction
and the accompanying research program at universities and laboratories. Experi-
ments at the LHC would permit measurements of the earliest highest energy den-
sity stage in the formation and development of matter at different conditions than
those created at RHIC. The interplay of the different research programs at the LHC
and the ongoing RHIC program will allow a detailed tomography of the hot, dense
maf{tf[li (?s it evolves from the “perfect fluid” (a fluid with zero viscosity) discovered
at .

Operations of the Continuous Electron Beam Accelerator Facility (CEBAF) at
Thomas Jefferson National Accelerator Facility (TJNAF) in fiscal year 2007 will con-
tinue to advance our knowledge of the internal structure of protons and neutrons,
particularly a unique property called “confinement” that binds together their funda-
mental constituents, particles called quarks and gluons. By providing precision ex-
perimental information concerning the quarks and gluons that form the protons and
neutrons, the approximately 1,000 experimental researchers that use CEBAF, to-
gether with researchers in nuclear theory, seek to provide a quantitative description
of nuclear matter in terms of the fundamental theory of the strong interaction,
Quantum ChromoDynamics. In fiscal year 2007, the accelerator provides beams si-
multaneously to all three experimental halls and Project Engineering Design (PED)
activities begin on the 12 GeV CEBAF Upgrade. This cost-effective upgrade would
allow for a test of a proposed mechanism of “quark confinement”—one of the compel-
ling unanswered puzzles of physics.

Efforts at the Argonne Tandem Linear Accelerator System (ATLAS) at ANL and
the Holifield Radioactive Ion Beam Facility (HRIBF) at ORNL will be supported in
fiscal year 2007 to focus on investigating new regions of nuclear structure, studying
interactions in nuclear matter like those occurring in neutron stars, and deter-
mining the reactions that created the nuclei of the chemical elements inside stars
and supernovae. The GRETINA gamma-ray tracking array, currently under fabrica-
tion, will revolutionize gamma ray detection technology and offers dramatically im-
proved capabilities to study the structure of nuclei at ATLAS, HRIBF, and else-
where. The Fundamental Neutron Physics Beamline (FNPB) under fabrication at
the SNS will provide a world-class capability to study the neutron decay properties,
leading to a refined characterization of the weak force. Investments are made to ini-
tiate the fabrication of a neutron Electric Dipole Moment experiment, to be sited
at the FNPB, in the search for new physics beyond the Standard Model.

The Nuclear Physics program funds SciDAC programs in the areas of theoretical
physics (National Computational Infrastructure for Lattice Gauge Theory), astro-
physics (Shedding New Light on Exploding Stars: TeraScale Simulations of Neu-
trino-Driven Supernovae and their Nucleosynthesis), and grid technology (Particle
Physics Data Grid Collaborative Pilot). In fiscal year 2006 proposal applications will
be evaluated for new or renewal SciDAC grants.

The Low Energy subprogram and the Theory subprogram, through their activities
at the Nuclear Data Center, will support increased basic research efforts relevant
to advanced nuclear fuel cycle issues. These subprograms will support nuclear data
efforts and selected experiments that will lead to improvements in nuclear reaction
cross-sections needed to calculate with reduced uncertainties the transmutation be-
havior for proposed advanced fuel cycles.

Fusion Energy Sciences

Fiscal Year 2006 Appropriation—3$287.7 Million; Fiscal Year 2007 Request—
$318.9 Million

The Fusion Energy Sciences (FES) program advances the theoretical and experi-
mental understanding of plasma and fusion science, including a close collaboration
with international partners in identifying and exploring plasma and fusion physics
issues through specialized facilities. The FES program supports research in: plasma
science; magnetically confined plasmas; advances in tokamak design; innovative con-
finement options; nonneutral plasma physics and High Energy Density Physics
(HEDP); and cutting edge technologies. FES also leads U.S. participation in ITER,
an experiment to study and demonstrate the sustained burning of fusion fuel. This
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international collaboration will provide an unparalleled scientific research oppor-
tunity with a goal of demonstrating the scientific and technical feasibility of fusion
power. Fusion is the energy source that powers the sun and stars. Fusion power
could play a key role in U.S. long-term energy plans and independence because it
offers the potential for plentiful, safe and environmentally benign energy.

The site selection for the international ITER Project, Cadarache, France, in the
European Union, was a major six-party decision on June 28, 2005, at a Ministerial-
level meeting in Moscow, Russia. Negotiations continued throughout the Fall of
2005, which led to the ITER parties (a) approving and welcoming the designated Di-
rector General Nominee chosen to lead the ITER organization, (b) approving and
welcoming India into the ITER negotiations as a full non-host ITER party, and (c)
completing the text of the draft ITER Agreement. In accordance with the Energy
Policy Act of 2005, and as determined during the Fall 2005 ITER negotiations, the
ITER Agreement directly addresses the following EPAct requirements:

—(1) clearly defines the U.S. financial contribution to construction and operations
(as well as deactivation and decommissioning), as well as any other project costs
associated with the project,

—(ii) ensures that the share of high-technology components of ITER that are man-
ufactured in the United States is at least proportionate to the U.S. financial
contribution to ITER,

—(iii) ensures, by virtue of the in-kind contribution procurement approach, that
the United States will not be financially responsible for cost overruns in compo-
nents manufactured by other ITER parties,

—(iv) guarantees the United States full access to all data generated by ITER,

—(v) enables U.S. researchers to propose and carry out an equitable share of ex-
periments on ITER,

—(vi) provides the United States with a role in all collective decision-making re-
lated to ITER, and

—(vii) describes and defines the process for discontinuing and decommissioning
ITER and the U.S. role in that process.

The U.S. Contributions to ITER project is being managed by the U.S. ITER
Project Office (USIPO), established as a Princeton Plasma Physics Laboratory
(PPPL)/Oak Ridge National Laboratory (ORNL) partnership. The fiscal year 2007
request for the U.S. Contributions to ITER Major Item of Equipment (MIE) project
maintains the overall Total Project Cost funding cap of $1,122,000,000. The U.S. ef-
fort will be consistent with the other ITER parties in the pace of starting the long
lead procurements, in providing increased numbers of personnel to the ITER Orga-
nization, and in providing cash for common expenses. The profile is preliminary
until the baseline scope, cost, and schedule for the MIE project are established, and
the Director General Nominee and ITER Organization have achieved a standard
mode of operation.

In support of ITER and U.S. Contributions to ITER, FES is placing increased em-
phasis on its national burning plasma program—a critical underpinning to the fu-
sion science in ITER. FES plans to enhance burning plasma research efforts across
the U.S. domestic fusion program, including: ITER R&D support both in physics and
technology and exploring new modes of improved or extended ITER performance; de-
veloping safe and environmentally attractive technologies necessary for ITER; ex-
ploring fusion simulation efforts that examine the complex behavior of burning plas-
mas in tokamaks; carrying out experiments on our national FES facilities with
diagnostics and plasma control that can be extrapolated to ITER; and integrating
all that is learned into a forward-looking approach to future fusion applications.

The Energy Policy Act of 2005 Sec. 972(c)(5)(C) requires the Secretary of Energy
to provide “a report describing how United States participation in the ITER will be
funded without reducing funding for other programs in the Office of Science (includ-
ing other fusion programs) . . . ”. The Department’s fiscal year 2007 budget pro-
vides for healthy increases for all programs within the Office of Science and sup-
ports the ITER request of $60,000,000 almost entirely from new funds in the Fusion
Energy Sciences (FES) budget request.

The Director of the Office of Science has stated that the FES program in the Of-
fice of Science will reasonably bear at least some of the cost of building ITER from
within its budget and that ITER will not unduly harm funding of other Office of
Science research programs. The Department expects that the $1.122 billion ITER
funding profile could have some effect on the overall allocation of funds, both within
the FES program and within the Office of Science, in future budgets. This has been
and will continue to be the standard practice for funding large, capital-intensive
projects within DOE. Nevertheless, as demonstrated by this fiscal year 2007 re-
quest, the Office of Science can fund ITER while maintaining healthy funding for
other research programs.
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The research and facility operations funding for the three major facilities will in-
crease from the fiscal year 2006 level. Operations at the largest facility, DIII-D, will
increase from 7 weeks in fiscal year 2006 to 12 weeks in fiscal year 2007, while op-
erations at C-Mod at MIT and NSTX at PPPL will each increase by 1 week over
fiscal year 2006, to 15 and 12 weeks respectively. A new baseline was established
in July 2005 for the National Compact Stellarator Experiment (NCSX), a joint
PPPL/ORNL advanced stellarator experiment being built at PPPL. It results in a
14-month delay in the schedule with completion in July 2009 and a new TEC of
$92,401,000. The fiscal year 2007 request supports the new baseline. Funding for
the FES SciDAC program will increase in fiscal year 2007 to continue development
of tools that facilitate international fusion collaborations and initiate development
of an integrated software environment that can accommodate the wide range of
space and time scales and the multiple phenomena that are encountered in simula-
tions of fusion systems. Within SciDAC, the Fusion Simulation Project is a major
initiative involving plasma physicists, applied mathematicians, and computer sci-
entists to create a comprehensive set of models of fusion systems, combined with
the algorithms required to implement the models and the computational infrastruc-
ture to enable them to work together.

Other changes include redirections in fusion theory, High Energy Density Physics,
research in heavy ion beam science, plasma technology and materials research, and
experimental plasma research. Congressionally-directed, non-defense research at the
Atlas pulsed power facility is discontinued in fiscal year 2007.

Science Laboratories Infrastructure

Fiscal Year 2006 Appropriation—3$41.7 Million; Fiscal Year 2007 Request—
$50.9 Million

The mission of the Science Laboratories Infrastructure (SLI) program is to enable
the conduct of DOE research missions at the Office of Science laboratories by fund-
ing line item construction projects to maintain the general purpose infrastructure
and the clean up for reuse or removal of excess facilities. The program also supports
Office of Science landlord responsibilities for the 24,000-acre Oak Ridge Reservation
and provides Payments in Lieu of Taxes (PILT) to local communities around ANL-
East, BNL, and ORNL.

In fiscal year 2007, SLI will initiate funding for four construction projects: the
Seismic Safety Upgrade of Buildings, Phase I, at the Lawrence Berkeley National
Laboratory (LBNL); the Modernization of Building 4500N, Wing 4, Phase I, at
ORNL; the Building Electrical Services Upgrade, Phase II, at the ANL; and Ren-
ovate Science Lab, Phase I, at BNL. Funding for the PNNL Physical Sciences Facil-
ity is requested in the National Nuclear Security Administration’s (NNSA’s) Nuclear
Non-Proliferation R&D program for fiscal year 2007. This project is cofunded by the
Office of Science, NNSA, and the Department of Homeland Security. The demolition
of the Bevatron at LBNL is funded at $14.0 million.

Workforce Development for Teachers and Scientists

Fiscal Year 2006 Appropriation—$7.1 Million; Fiscal Year 2007 Request—
$10.9 Million
The mission of the Workforce Development for Teachers and Scientists (WDTS)
program is to provide a continuum of educational opportunities to the Nation’s stu-
dents and teachers of science, technology, engineering, and mathematics (STEM).
The Laboratory Science Teacher Professional Development (LSTPD) program in-
creases to expand participation from 108 teachers in fiscal year 2006 to 300 in fiscal
year 2007. The Faculty Sabbatical activity was initiated in fiscal year 2005 for fac-
ulty from Minority Serving Institutions (MSI) and reduced in fiscal year 2006 due
to feedback from MSI faculty who expressed their inability to participate in sab-
batical programs and a preference for shorter fellowship-type opportunities. Fiscal
year 2007 participation will be reduced to two faculty members. The Science Under-
graduate Laboratory Internship (SULI) programs will be increased to add approxi-
mately 55 students. The Albert Einstein Distinguished Educator Fellowship and the
National and Middle School Science Bowls will all continue.

Science Program Direction
Fiscal Year 2006 Appropriation—$159.1 Million; Fiscal Year 2007 Request—
$170.9 Million

Science Program Direction (SCPD) enables a skilled, highly motivated Federal
workforce to manage the Office of Science’s basic and applied research portfolio, pro-
grams, projects, and facilities in support of new and improved energy, environ-
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mental, and health technologies. SCPD consists of two subprograms: Program Direc-
tion and Field Operations.

The Program Direction subprogram is the single funding source for the Office of
Science Federal staff in headquarters responsible for managing, directing, admin-
istering, and supporting the broad spectrum of Office of Science disciplines. This
subprogram includes planning and analysis activities, providing the capabilities
needed to plan, evaluate, and communicate the scientific excellence, relevance, and
performance of the Office of Science basic research programs. Additionally, Program
Direction includes funding for the Office of Scientific and Technical Information.
The Field Operations subprogram is the funding source for the Federal workforce
in the Field responsible for management and administrative functions performed
within the Chicago and Oak Ridge Operations Offices, and site offices supporting
the Office of Science laboratories and facilities.

In fiscal year 2007, Program Direction funding increases by 7.4 percent. Most of
the increase will support an additional 25 FTEs for program management positions,
to address recent committee of visitor recommendations and to manage the increase
in the research activities in the fiscal year 2007 budget. The increase also supports
a 2.2 percent pay raise; an increased cap for SES basic pay; other pay-related costs
such as the government’s contributions for employee health insurance and Federal
Employees’ Retirement System (FERS); escalation of non-pay categories, such as
travel, training, and contracts; and increased e-Gov assessments and other fixed op-
erating requirements across the Office of Science complex. Finally, the increase will
cover requirements not requested in previous budget requests, including travel ex-
penses of Office of Science Advisory Committee members and requirements related
E? Applendix A of OMB Circular A-123, Management’s Responsibility for Internal

ontrol.

Safeguards and Security

Fiscal Year 2006 Appropriation—$68.0 Million; Fiscal Year 2007 Request—
$71.0 Million

The Safeguards and Security (S&S) program ensures appropriate levels of protec-
tion against unauthorized access, theft, diversion, loss of custody, or destruction of
DOE assets and hostile acts that may cause adverse impacts on fundamental
science, national security or the health and safety of DOE and contractor employees,
the public or the environment. The Office of Science’s Integrated Safeguards and Se-
curity Management strategy encompasses a tailored approach to safeguards and se-
curity. As such, each site has a specific protection program that is analyzed and de-
fined in its individual Security Plan. This approach allows each site to design vary-
ing degrees of protection commensurate with the risks and consequences described
in their site-specific threat scenarios.

The fiscal year 2007 budget will ensure adequate security posture for Office of
Science facilities by protecting fundamental science, national security, and the
health and safety of DOE and contractor employees, the public and the environ-
ment. Fiscal year 2007 includes funding necessary to protect people and property
at the 2003 Design Basis Threat (DBT) level. In fiscal year 2007, an increase in
funding for the Cyber Security program element is being requested to begin to ad-
dress the promulgation of new National Institute of Standards and Technology
(NIST) requirements which are required by the Federal Information Security Man-
agement Act (FISMA) to improve the Federal and an Office of Science laboratory
cyber security posture.

CONCLUSION

I want to thank you, Mr. Chairman, for providing this opportunity to discuss the
Office of Science research programs and our contributions to the Nation’s scientific
enterprise. On behalf of DOE, I am pleased to present this fiscal year 2007 budget
request for the Office of Science.

This concludes my testimony. I would be pleased to answer any questions you
might have.

Senator DOMENICI. First I want to commend you for your ap-
proach to enhancing this office and trying to get it on the path that
is declared by the President and those who pursue it with vigor,
doubling the office. We have all wanted it to move in the direction
you are talking about. Let us hope you can keep it going that way.
That has tremendous, tremendous consequences for our children
and our country’s future and nobody quite figures that when you
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use all these words, but believe it. That is what it is. It is devel-
oping the capacity to make sure that the brains of our young people
of the future are able to be truly fully developed in competition
with the world. That is what we are talking about.

Now, having said that, you heard some concerns. Does any one
or two things pop out that you would like to answer right now, or
would you like to move on?

Dr. OrBACH. I think I would prefer to move on and respond to
questions.

Senator DOMENICI. All right, we are going to start questioning,
and we are going to start with the Senator from Colorado.

NATIONAL RENEWABLE ENERGY LABORATORY

Senator ALLARD. Thank you, Mr. Chairman.

I want to start out with the National Renewable Energy Labora-
tory in Colorado. As you know, you are aware of its importance and
I know that you are also aware of the difficulties we have had
there. I guess the question that comes to mind is, do you believe
that the Department of Energy has all the tools it needs to see that
a situation like that never occurs again?

Mr. GARMAN. No, sir I do not. I have begun to explore with the
subcommittee staff a new tool that might help us in the future
have greater flexibility. This tool involves being able to get at some
old program dollars that are nonperforming or underperforming
and get them in the game so that we can have more flexibility to
prevent that sort of thing from happening again. The subcommittee
staff has been very accommodating in listening to our ideas and we
think we can come up with

Senator ALLARD. I appreciate your efforts in that regard. What
portion of your budget is disbursed based on earmarks and what
portion is given under grants?

Mr. GARMAN. It varies by program. In the Office of Energy Effi-
ciency and Renewable Energy, which has received a significant
amount of attention, the biomass program is earmarked or sub-
jected to congressionally directed spending of 57 percent of the
total program dollars, geothermal 16 percent, solar 17 percent,
wind 33 percent, freedom car and vehicle technologies 11 percent.
Those are the major earmarked programs.

Senator ALLARD. What was the last one?

Mr. GARMAN. Freedom car and vehicle technologies.

Senator ALLARD. I see. What was the percentage on that?

Mr. GARMAN. 11 percent.

I do not want to be misconstrued. Some of the congressionally di-
rected projects are very good projects and let me say that out front.
We have some projects, excellent work, excellent R&D outputs, and
the only negative thing that anyone in the program could say about
it is that it was not competitively awarded.

But we do subject these programs to merit review after the fact
and we evaluate them and we try to get the very best R&D outputs
that we can out of them. So I do not want this to be mis-
construed—they have presented us with some challenges, but they
also have presented us with some opportunities.

Senator ALLARD. Well, I thank you for your willingness to try
and work with the committee and work with our office.
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Senator DOMENICI. What is an earmark? How did he—did he de-
fine an “earmark” there?

Mr. GARMAN. No, sir.

Senator DOMENICI. Could we do that, Senator? Would that be all
right, if I asked him what that means?

Senator ALLARD. Yes, go ahead.

Mr. GARMAN. Our definition of an earmark is, in its simplest
form, when the recipient of the funding is designated.

Senator DOMENICI. Is designated by the law?

Mr. GARMAN. In the report language, the report language will
specify projects, and our consultations with the subcommittee staff
will designate the recipient in many cases.

Senator ALLARD. Thank you for following up on that, Mr. Chair-
man.

ROCKY FLATS MINERAL RIGHTS

Let me also go on to Rocky Flats. Last year Congress passed leg-
islation at my behest that authorized the Secretary of Energy to
purchase some mineral rights at Rocky Flats. This authority was
provided just for 1 year and I understand that minimal progress
has been made so far. What is the Department of Energy’s plan for
purchasing the essential mineral water rights there at Rocky Flats
and when do you expect this transaction to be completed?

Mr. GARMAN. I am going to have to take that question for the
record, Senator, and get back to you on that quickly, if I can.

[The information follows:]

ROCKY FLATS LITIGATION

I have not personally been involved with this case, but I am informed that the
Department’s lawyers’ oversight of it has been quite proactive. They advise that
there is no evidence that properties in the vicinity of Rocky Flats suffered extensive
damage. Just last year the Agency for Toxic Substances and Disease Registry
(ATSDR) issued a report concluding that the “studies and sampling data generated
by numerous parties, including the U.S. Environmental Protection Agency (EPA),
the Colorado Department of Public Health and Environment (CDPHE), the U.S. De-
partment of Energy (DOE) and its contractors and local community groups, univer-
sities and private researchers . . . paint a consistent picture of the public health
implications of environmental contamination” near Rocky Flats, and that picture is
that “past, current and future exposures are below levels associated with adverse
health effects.” In fact, ATSDR reported that “estimated total exposures to radiation
from the soil . . . are 3,000 times lower than the average exposures to ionizing ra-
diation experienced by United States residents.”

Senator ALLARD. I would appreciate it if you would. This is some-
thing that is really important to get that wrapped up. We want to
transfer that over to the Department of the Interior to be managed
as a refuge. That cannot happen until we get this issue resolved.
So it is important, I think, that we get this taken care of. I have
received some information regarding that perhaps maybe it was
not progressing along as it should and if it is not I would like to
know why and what the hold-up is on that. So the sooner you get
back to us, I would appreciate it very much.

Mr. GARMAN. Yes, sir.

Senator ALLARD. With regard to—it looks like my time has ex-
pired, Mr. Chairman.

Senator DOMENICI. Thank you very much.

Senator Murray.
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PNNL 300 AREA

Senator MURRAY. Thank you, Mr. Chairman.

Dr. Orbach, as you know, when we talk about Hanford cleanup
the plant and tank farms are the first thing that comes to
everybody’s mind, but there is a lot of work to be done across the
complex and progress is being made. The river corridor cleanup,
which includes the 300 Area, is moving forward better than ex-
pected right now, but there is an obstacle out there. As you well
know, the PNNL has a lot of capabilities. It is housed in that 300
Area and it has to exit those facilities and relocate.

The Capability Replacement Laboratory project has been devised
to meet that need and the goal of that project is to keep both the
cleanup at the Hanford site and the PNNL work on track. In De-
cember of last year, the CD-1 for this project which outlined a
schedule for the PNNL exit was approved. But it now appears that
this schedule is going to cause a delay in the river corridor cleanup.
Are you familiar with that issue?

Dr. OrRBACH. Yes, I am, Senator. I believe that the 2015 date is
still on track and that we can meet that commitment. The change
has been a consequence of the complexity of the facilities required
to receive the workers who are in the 300 Area. But we now have
a robust plan with both the——

Senator MURRAY. You do understand it is going to be a cause of
delay now without additional funding?

Dr. OrRBACH. The funding is actually on track. There has been a
delay, that is correct. But the target date still remains.

Senator MURRAY. Well, within the 2007 budget request all of the
funding is contained in the NNSA budget. Can you explain why
there are no Office of Science funds that are requested?

Dr. ORBACH. Yes. It is simply a question of phasing. The Office
of Science funding in terms of our responsibility will show up in
the fiscal year 2008 budget and it is just a question of when—
which agency puts its funding in. But as I say, we have a phased
structure for both the Office of Science, NNSA, and also DHS to
create the facilities that will be required to move people from the
300 Area.

Senator MURRAY. So there is no delay due to the PNNL exit
schedule?

Dr. ORBACH. There is no delay with regard to the river corridor
commitment. There is a—we have extended the closing of the 300
Area so that we can

Senator MURRAY. To accommodate that.

WASTE TREATMENT PLANT

Dr. ORBACH. To accommodate a proper facility, yes.

Senator MURRAY. Well, I want to keep working with you on this
because it obviously has a big impact on our State, and I appreciate
the work we have done on that.

Mr. Chairman, I see that Assistant Secretary Rispoli is in the of-
fice and I wanted to ask him a question, with your permission,
about the EM budget regarding the vit plant and if he could just
tell us where we are on that and give us a quick update on how
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we are going to address the new cost and schedule while he is here,
if you would not mind.

Senator DOMENICI. I have no objection, unless you all do.

All right. If there is none, let us—state your name and glad to
have you here.

Mr. RispoLl. Thank you, Mr. Chairman. Mr. Chairman, members
of the subcommittee, I am Jim Rispoli, the Assistant Secretary for
Environmental Management.

Senator, I would be happy to take your question.

Senator MURRAY. Thank you. I just wondered if you could give
us while you are here a quick update of where we are on the vit
plant. We all know there is a long road ahead of us. I appreciate
the better communications we are having this year. But if you
could just give the committee a quick update on where we are on
this, how we are going to address the technical issues, and where
we stand on the new cost and schedule baseline.

Mr. RispoLl. I would be happy to. As you all know, the budget
that was submitted as part of the President’s budget did not yet
incorporate any of the new cost estimates that are being worked,
but subsequent to the budget being delivered, in fact within just
the several weeks afterward, we began delivering reports to the ap-
propriate committees and subcommittees in the Congress as well
as to the delegation of Washington State.

We have now got approximate costs that have not been validated
by the Corps of Engineers, which is doing that effort for us. So
quickly where we are: The estimates that we have to date are in
the range of $10 to $11 billion. That does not necessarily include
risk that is not within the control of the contractor or the Depart-
ment. That is called programmatic risk and that is addressed in
some of the reports that we have delivered. But we are in that
range.

Meanwhile, the Army Corps of Engineers is reviewing a technical
estimate for the project cost and schedule that amounts to, I am
told, 87 looseleaf volumes of information. They will be complete
with the evaluation of the whole estimate late this summer, in time
for us to communicate that to the Congress.

But the figures that I gave you are the range that we are talking
about. We have worked very vigorously to address the issues. They
are broken into three categories. One of them is project manage-
ment types of issues and we have taken strong action based upon
several of the reports that we have received and provided to you
and the subcommittee and the committees. We have taken vigorous
action to improve our project management both at the site and at
the headquarters by addition of key qualified personnel. For exam-
ple, we have certified—the project manager there has been certified
by an independent board last December as qualified to be in charge
of that project. We have added people in the project management
area at both headquarters and the field, including contracts type
of people.

The technical issues, as you know, are very complex, and we did
deliver a report to this subcommittee and other committees and
your delegation. We have identified through bringing in a team of
best and brightest from all segments of the industry, not just Bech-
tel but their competitors, academia, other areas, and have identi-
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fied the technical issues. The team, the technical team, believes all
of these can be solved, but the good point is that we have them on
the table now so that we can solve them now and do not have to
confront them downstream as new surprises at that point.

So we consider this to be a major accomplishment that we have
brought in this team of very accomplished people to look at the
technical issues.

Senator MURRAY. I really appreciate that and I appreciate your
staying in touch with us and communicating on this. Obviously it
is going to have an impact. But my concern is now the vit plant
is going to be delayed, but the cleanup of the tanks is still a really
pressing issue, and how are we going to pay for that when there
is no funding for supplemental treatment in the budget?

Mr. RispoLL Yes, I understand the question. The question is that
we have been evaluating a supplemental treatment that is called
bulk vitrification. I have visited the site several times to see the
mockup of how that process would work. Our intent is that this
summer—I should mention that I have spoken with executives at
both CH2M Hill, which is the prime contractor, as well as to cor-
porate officers of AMEC, which is the subcontractor that is doing
that.

Our objective is to get a cost and schedule estimate—we call it
a baseline—this summer that we can then independently validate.
We do not know

Senator MURRAY. Including the treatment?

Mr. RispoLl. Including that—this is for the supplemental treat-
ment.

We do not know at this point what the spending profile would
be because we do not yet have the cost and schedule estimate in
our hands to then be able to independently review.

Senator MURRAY. But you expect to have that for us by the end
of the summer so we can know what this committee appropriations
bill will need:

Mr. RispoLl. We expect to have that information from the AMEC
subcontractor through the prime contractor by the end of the sum-
mer, so that we can then independently evaluate it and determine
the best path forward. In the mean time, however, the funds that
we have got right now are being used to develop that cost and
schedule estimate.

As I have stated before for the record, we need supplemental
technology. As you know, the vitrification plant on the low activity
waste side is not designed to handle 100 percent of the low activity
waste. So we need the supplemental technology. We believe this is
the viable approach to do it. We just need the cost and schedule
estimates that reflect the solution. They have technology issues as
well that are being solved, and once we have that and validate it
we will be able to communicate that to the Congress to come up
with a path forward for that.

Senator MURRAY. Well, I am concerned that we appear to have
a gap in funding and I want to pursue that. Mr. Chairman, I know
my time is up, but I would like to continue to have a conversation
with you about this, because this really is a critical issue for all of
us.
Mr. RispoLI. Yes, Senator, I understand your point.
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Senator MURRAY. Thank you.
Mr. RispoLl. Thank you.

COAL RESEARCH AND FUTUREGEN

Senator DOMENICI. Well, let me just say to all of you—and I
guess this is a tribute to the top of the Department—I really am
convinced that you are all trying to get this job done, and I am very
impressed and enthused that we will get there, in spite of budget
problems.

Let me take an issue that I want to try to understand. Could we
bring Mr. Jarrett to sit by you, Mr. Under Secretary, and let me
talk about coal, wherever he could fit there. Now, let me address
the issue of coal in terms of what we are trying to do. We have a
very serious problem in the transportation area of the United
States, of using too much fuel that comes from overseas that are
derivatives of oil. We have this big commodity over here in the
United States called coal, which obviously scientifically is not too
far afield from oil. They are very similar.

There are two things we have been trying to do. No. 1, we have
been trying to clean up the coal as we burn it, and we all call that
clean coal technology. No. 2, we have been trying to convert it to
fuel, to liquid, so it can be used for fuel. The Nazis did a little bit
of that to save them at the end of the war, right. You know that.

Mr. JARRETT. Yes.

Senator DOMENICI. It was not very terrific, good, but they did do
some. We know how to do it. We have not moved very dramatically.

The last one has to do with global warming. We are working on
the issue of how do you get carbon out of the coal as you burn it,
as you convert it. There are different technologies, but we have
been throwing around the word “sequester” or get the carbon out.

Now, whoever can best explain to me on the record here for 5
minutes, what is going on in terms of these three areas? Could you
start with the last one first, the one of sequestration, sometimes re-
ferred to as America’s FutureGen project or program, or an effort
to develop an IGCC facility? Now, where are we with reference to
this in terms of the money we have and the program you have put
before us as you have attempted to assimilate this?

I understand you are new, but you understand well, and I com-
pliment you and congratulate you for taking the job, Mr. Jarrett.

Do you want to do that? Do you want to let him do that?

Mr. GARMAN. Sure.

Senator DOMENICI. All right.

CARBON SEQUESTRATION

Mr. JARRETT. There are a lot of questions in there, but I will
start with the issue of carbon sequestration. As you know from con-
versations you and I have had previously, I am a strong believer
that we need to advance our clean coal technology programs in this
country because it is cheap, it is domestic, and it is plentiful. We
can produce power from coal today and we do. Fifty-two percent of
our electricity today comes from coal. We believe that coal will
maintain or actually grow its market share in the decades to come,
based on all of the projections.
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The obstacle that we have with developing our coal resources are
environmental, and I will say up front that today we have the tech-
nology to utilize our coal and take care of the environment. What
we cannot do is do it at an affordable cost. So all of our clean coal
technology programs are aimed at learning how to develop and uti-
lize that vast resource that we have in this country in an affordable
way.

Many of the problems have been resolved. Many of the environ-
mental problems are well on the way to being resolved. But I think
the Holy Grail for the coal program is to figure out the ways to
eliminate carbon gas emissions from the combustion of coal in an
affordable way. We are working on a couple of technology paths for-
ward to do that. We are looking at more efficient ways to remove
carbon gases in the existing fleet of pulverized coal powerplants
that we have in this country.

Senator DOMENICI. I understand. Now just let me interrupt. Be-
tween you and the Secretary, just tell the committee. Our objective
is to use Government to the extent we can to move this technology
forward. We are not a sole player. The private sector wants to do
this, too, right?

Mr. JARRETT. That is absolutely correct.

Senator DOMENICI. And it would be a great big victory for them.
They have got a giant future use for coal and they are in business,
and they have told climate change people, we have made a break-
through, right?

Mr. JARRETT. Yes.

Senator DOMENICI. Now, what are we in this budget—how much
money do we have directed at this effort between the two of you?
And are we doing the right thing, and did you cut the program or
did you move money around, and are we still moving ahead with
FutureGen or whatever? Please tell me. A lot of people come to our
offices, his and mine, telling us they have got a solution to this and
you all just will not listen to them. They have been in there to see
you and they have got this idea.

What is our role in all this? You have got my gist here. Just talk
at me for 5 minutes. What are we doing about all this?

Mr. GARMAN. There are some common threads in here that we
are looking to exploit. First of all, it has become clear that gasifi-
cation of coal is a pathway that leads us to both liquefaction, that
can give us liquid fuels, it can lead us to opportunities to sequester
carbon dioxide, it can lead us to opportunities to make a cleaner-
burning conventional coal plant through IGCC technology.

So gasification technology is something the Department has
worked on for a long time and there are commercial gasifiers avail-
able today, just as there are commercial liquefaction plants avail-
able today. The South Africans have been making liquid fuels from
coal. Syntroleum, an outfit that is working today, has technology
to do that.

The real issue is there are some technology risks, but there are
financial risks. These are more expensive. As I think Senator Bond
was commenting, there are ways to make diesel fuel from coal
today if you can finance something on the order of a $6 billion
plant for a 150,000 barrel-a-day capacity.
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Getting financing for that is very tough in this market. If Wall
Street was convinced that oil was going to stay high, then it might
be easier. But it is a $35 or $40 per barrel threshold most likely
in getting that kind of financing. So in that respect the loan guar-
antee authority could play an important role in getting these tech-
nologies, which we think will work and that they are proven, into
the marketplace so we can get some experience.

There are companies, AEP among them, who is committed to
building integrated combined cycle coal plants, gasifying the coal.
There are companies, BP among them, who are looking at gasifying
petroleum coke and sequestering the carbon dioxide in an enhanced
oil recovery activity. These are all good things that are going on out
there.

We think through a combination—FutureGen is really in my
mind the project that tries to package these technologies together
and demonstrate them as packaged technology in a way that has
not been done before. Thus it is very important to us and we want
to continue that work.

We also need to get the Office of Science more involved with us
in the carbon sequestration aspect. They are going to do it and they
are excited about the prospect, because we have to be able to con-
vince the public that when we capture and sequester carbon diox-
ide in a saline aquifer or in an unminable coal seam or in an old
oil and gas field that it is going to stay there, that it is not going
to come out 10 or 50 or 100 years in the future.

Senator DOMENICI. We understand.

Mr. GARMAN. That is a scientifically rigorous process that, frank-
ly, we need Dr. Orbach and his folks’ help with.

So what I am trying to do is to paint a picture that we think,
through partnerships with the private sector, partnerships with the
Office of Science, we think that we are building a program that can
demonstrate these technologies and validate the costs and get them
ready for the private sector to take up.

The decision as to whether the private sector is going to do that
in large part is dependent on their guesstimates of what you are
going to do with respect to carbon.

Senator DOMENICI. They are going to make a marketplace deci-
sion.

Mr. GARMAN. That is right. If they think carbon is going to cost
$30 a ton, they will go in one direction. If they think carbon emis-
sions are going to be free, they will go in another, in my view.

Senator DOMENICI. Mr. Jarrett, any further comments?

Mr. JARRETT. No.

Senator DOMENICI. Okay, good.

Senator ALLARD. Mr. Chairman, could I ask a question on that?

Senator DOMENICI. Yes.

Senator ALLARD. If we have carbon left over, these synthetic car-
bons, is that a potential use for that carbon? These are very light-
weight, very tough materials.

Mr. GARMAN. Yes.

Senator ALLARD. Is that a place for the carbon?

Mr. GARMAN. Yes. Yes, it is. We do not necessarily have to take
the carbon dioxide and put it in the ground. We can—it is poten-
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tially possible to take this carbon from that stream and use it to
make carbon fiber, to lightweight vehicles and what-not.

There are also interesting opportunities—and this is again part
of why I am so excited about getting the Office of Science involved
in this. There are things that we are not looking at that have great
potential. An interesting example is there are folks in Arizona that
are fooling around with the notion of taking a carbon dioxide
stream directly from a coal plant, pumping it into brine water in
the desert in between large panels of glass, growing algae, which
flourishes in the brine water, exposed to all this carbon dioxide,
and taking that algae twice a day, harvesting it twice a day be-
cause it grows so quickly, and turning that into ethanol, which is
an interesting and novel approach.

This is something that other folks are looking at. Now that we
are in essence getting the Office of Science more integrated with
us, which is long overdue and a great credit to Dr. Orbach, these
are the sorts of things that we hope we are able to get involved in.

Senator DOMENICI. But all this is not tomorrow. People are ask-
ing if we are going to get this done, are we going to get somebody
to propose to build a $6 billion IGCC plant within the next year,
do we have a program in place that might facilitate somebody
doing that.

Mr. GARMAN. That was a coal liquefaction plant. The IGCC plant
could come in below that.

Senator DOMENICI. Well, tell me which one would be first?

Mr. JARRETT. Well, Senator, the IGCC plants are being pro-
posed

Senator DOMENICI. Pilots.

Mr. JARRETT [continuing]. Today as we speak. But the coal lique-
faction plants, there are proposals or ideas that come to me from
across the country in the 2 months that I have been there, and
they all have a common problem. We have the technology to
produce, to go coal-to-liquids, to produce ultra-clean jet fuel and
diesel fuels and other petroleum products out there. But the stum-
bling block for all of them is financing, and whether it is a $6 bil-
lion plant or—I think the first several will be much more modest
than that.

But the problem with all of them is the uncertainty about what
is going to happen with world oil prices, because we know that
right now—we know we can produce fuel from coal at the low $40
per barrel equivalent for a first- or second-of-a-kind plant, and that
by the time we get to a fourth- or fifth-of-a-kind plant we will have
thﬁt te(lzhnology worked so that we can produce fuel at about $35
a barrel.

But the concern is when you make that kind of a substantial cap-
ital investment and then world oil prices were to drop to some
number below that. Then you have threatened the financial viabil-
ity of that plant.

Senator DOMENICI. Can you get straight one last question in my
mind, then I am off this issue. I am sorry it took so long. Which
is going to come first in these plants that we are going to build?
Which commercial consortia or company is going to get the first
one and what is it going to be? Coal liquefaction for diesel fuel, is
that what it is going to be, diesel and related products?
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Mr. JARRETT. I believe that coal-to-liquids and commercial de-
ployment of IGCC plants for producing electricity will happen si-
multaneous. We know that there are IGCC commercial plants on
the drawing boards today.

Senator DOMENICI. And we have within the Department now the
facilities to be helpful if the loan guarantee works? That is one in-
strumentality to help with the financing. And secondly the issue of
base price, a bottom line price. If the United States were to adopt
a statute establishing a bottom line for the price of crude oil at $35
right now and said that is going to be it, or $40, and said we are
going to take care of any price that varies from that, that would
shake this industry up, would it not?

Mr. JARRETT. My personal view is that would shake the coal-to-
liquids industry up in a hurry. But we are having conversations
with that industry and asking them the very questions that you
are asking right now. That is really as a follow-up to the meeting
you and I had not too long ago to talk about those questions.

Mr. GARMAN. My personal view is that IGCC plants will come
first, simply because there are folks that know that if they propose
to build a pulverized coal plant they will be sued, and they are just
looking at IGCC as a cleaner—they will not capture and sequester
carbon dioxide, but it will be a cleaner burning plant that is more
efficient than a pulverized coal plant.

The interesting thing is that there is a lot of—and I want to
make this point. There is a lot of DOE past technology work in this
area. These gasifiers—this is a success story for the Department
and it is technology that this Department has been involved in and
you have been involved in promoting for decades. And finally we
are at the threshold of seeing these technologies coming——

Senator DOMENICI. But is it the right thing to happen now?

Mr. GARMAN. I believe it is. I believe it is time for our tech-
nologies to enter the market.

Senator DOMENICI. Tell me which one it is going to be, again?

Mr. GArRMAN. I think it is going to be integrated gasified com-
bined cycle coal plants that will come into the market.

Senator DOMENICI. What are they going to do with the carbon?

Mr. GARMAN. These first ones will not capture carbon dioxide.
They will simply gasify the coal for burning in a turbine and gener-
ating electricity. These first plants will not capture carbon dioxide,
but they are more efficient than pulverized coal plants.

Senator DOMENICI. Are these not a little more expensive?

Mr. GARMAN. Yes, sir, they are, and that is why they have not
been built. Compared to a pulverized coal plant, they are more ex-
pensive.

GASIFIER TECHNOLOGY

Senator ALLARD. That brings up, Mr. Chairman, a quantitative
question I wanted to ask you. How much natural gas can be
brought on line with a lot of these technologies? Is there research
and testing? Do you have any idea?

Mr. GARMAN. I would have to take that one for the record to give
you a good authoritative answer.

[The information follows:]
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GASIFIER TECHNOLOGY

The National Coal Council examined that question and in their March 2006 re-
port to the Secretary: “Coal: America’s Energy Future.” One of their key findings
was that using coal to produce natural gas could provide an alternative to at least
15 percent of America’s annual natural gas consumption by 2025, or the equivalent
of 4 trillion cubic feet (Tcf) per year. They projected that this additional supply
would use an additional 340 million tons of coal per year. This amount of gas is
roughly equal to Energy Information Administration’s (EIA’s) projection of liquefied
natural gas imports in 2025.

Currently, the Great Plains Gasification plant in Beulah, ND produces 148 million
standard cubic feet per day (54 billion standard cubic annually) of substitute natural
gas (SNG) from North Dakota lignite. This plant, which came on line in 1984, uses
older fixed-bed gasification technology. The SNG produced in the plant is added into
the existing natural gas pipeline network to heat thousands of homes and busi-
nesses in the United States. It should be noted that carbon dioxide generated in the
process is sent via a 330 km pipeline to Saskatchewan, where it is used for en-
hanced oil recovery—the Weyburn project. This is one of the Carbon Sequestration
Leadership Forum projects which DOE has been sponsoring along with other inter-
national participants. This carbon dioxide remains sequestered in the oil field, and
therefore this plant provides an early preview of the kind of advanced near zero-
emission coal technology we are developing in the DOE coal program.

The technology to produce SNG is commercially available today. The DOE re-
search and development program in coal gasification is focused on the development
of advanced technology to reduce cost, improve efficiency, and enhance reliability
when used in future near zero-emission coal plants. These developments are also
expected to provide significant benefits for plant configurations that produce SNG
alone or in conjunction with other products such as electricity.

Senator ALLARD. Okay.
Senator DOMENICI. Senator, I took a lot of time. Do you want to
take a little more time?

ROCKY FLATS LITIGATION CLAIMS

Senator ALLARD. Just one more question. That was one of them,
and this fits in here very naturally. This has to do again with
Rocky Flats. The former weapons contractors, Dow and Rockwell,
and the property owners nearby have been engaged in a protracted
legal discussion about whether these property owners will be com-
pensated for damage caused by the environmental contamination
at Rocky Flats.

Last February a jury awarded the property owners, in my view
an incredible amount of money, over $550 million in damages. I un-
derstand the contractors are now appealing the decision. It seems
to me that the only people who are really benefiting from this are
the attorneys. They have already collected more than $100 million
in legal fees.

Because Dow and Rockwell now are going to be indemnified by
the Federal Government, I guess the real losers are going to be the
American taxpayers. To what extent are you involved with this
case and do you have any evidence of extensive damage from the
operation?

Mr. GARMAN. Because this is a matter in active litigation, I
would—and I apologize for doing this—but I would like to take that
for the record. I am not a lawyer and it is dangerous for me to com-
ment on issues in active litigation.

[The information follows:]

ROCKY FLATS MINERAL RIGHTS

The Department of Energy (DOE), in partnership with the U.S. Fish and Wildlife
Service (USFWS) and Natural Resources Trustees (Trustees), has established and
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is currently executing a plan for purchasing the essential mineral rights at Rocky
Flats.

The acquisition strategy for the mineral rights will be conducted in two phases.
First, the Trust for Public Lands (TPL), a nonprofit group specializing in real estate
acquisitions for Federal Government entities, will purchase the mineral rights from
willing owners at fair market value, and will perform any appraisal updates re-
quired. In the second phase, these rights will be purchased by the DOE, with the
funds provided in the Energy and Water Development Appropriations Act for fiscal
year 2006.

At this time, TPL, DOE, and USFWS are finalizing a letter of agreement, stipu-
lating the process for contacting willing sellers and ascertaining fair market values.

DOE and the USFWS fully expect to accomplish the acquisition of mineral rights
well within the timeline mandated by Congress, and in harmony with the local
stakeholder community.

Senator ALLARD. Well, give us some thoughts, if you would, in re-
sponse, to the extent that you think you can.

Mr. GARMAN. Yes, sir.

Senator ALLARD. I understand your point on this.

Thank you, Mr. Chairman.

LOS ALAMOS NEUTRON SCIENCE CENTER

Senator DOMENICI. Thank you very much.

Dr. Orbach, it is not well known that the Office of Science funds
a considerable amount of research at some of the NNSA labora-
tories, which is the defense nuclear-related laboratories. The Office
of Science supports around $70 million worth of research at Los Al-
amos, including work at the Neutron Science Center, called
LANSCE. That is one of the most powerful linear accelerators in
the world. Albeit quite old, it is still one of the most powerful.

As you know, NNSA, the principal sponsor of LANSCE, is consid-
ering a major accelerator refurbishment project to secure lifetime
extension of the facility. If NNSA goes forward with this project,
would the Office of Science continue to support science research at
LANSCE?

Dr. ORBACH. Mr. Chairman, yes. The Lujhan Center, which is
our pulsed neutron center feeding off of LANSCE, has been a very
successful exercise in the last few years and we have every inten-
tion of continuing that support. It will be a very helpful adjunct to
the SNS.

ALTERNATE SOURCES OF ENERGY

Senator DOMENICI. The President has made curing our Nation’s
addiction to oil as a top priority. In fact, the President’s statement
about that was one of the most exciting things that he said, and
also setting a goal for reduction in the amount of oil that we might
have to import. That has caused everybody around here to want to
double that goal. I am kind of beset by Senators wanting a new law
that will do more than that and we are wondering about how we
are going to do that.

But one of the—I am aware of the fact that the Department has
provided $40 million to support nuclear energy research and that
the Energy Policy Act authorized $49 million to be used by the Of-
fice of Science to support what is called integrated bioenergy R&D
with regard to cellulosic biomass. What promising technologies are
on the horizon that will enable us to turn corn stalks and wood
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waste into ethanol, and what other types of research in your office
support the reduction of our use of fossil fuels?

Dr. ORBACH. We have a broad portfolio which ranges from alter-
nate sources of energy through ITER, for example, also through ef-
ficiencies, lighter materials and so on, that we think will increase
efficiencies and reduce consumption of energy. But to be very di-
rect, we also believe that our programs that involve genomics,
genomics GTL, will address the bioenergy opportunities directly.
We have a commitment to expand and create new research centers
for bioenergy that will be focused on cellulosic ethanol.

In addition, we have every reason to believe that we can mimic
nature’s structures in photosynthesis to go from solar to fuels, as
well of course as photovoltaics. So we are examining a wide variety
of reiﬂly transformational approaches to reducing our dependency
on oil.

INTERNATIONAL LINEAR COLLIDER

Senator DOMENICI. I have a number of questions about the ge-
nome program, the genome project that you have got going, but I
think I am going to submit them. They require a very long intro-
duction to the question and I do not want to take that much time.

But I want to move to a rather interesting subject matter, at
least between you and me. Perhaps nobody else in the world cares.
It relates to the International Linear Collider. This year the—no,
I am not going to do that one either. I am going to give you that
one to answer, okay.

I am going to talk with you a little about the Linear No Thresh-
old Standard. Have you got that, Linear No Threshold Standard.
Last year we discussed this Linear No Threshold Model research
that the Department was assembling. I understand that there is a
French study that was published last year that challenged the va-
lidity of the Linear No Threshold model that we were putting to-
gether. The effect—all of this has to do with the effect of low dose
radiation, and the French study urged a total reevaluation of this
model.

Am I correct so far?

Dr. ORBACH. Yes, you are, sir.

Senator DOMENICI. As it applied to low doses of ionized radiation,
below 10 rems. Now, first let us stop for a minute. Regardless of
whether there is any big application to this subject or not, what
does “10 rems” mean?

Dr. ORBACH. It is a measure of the effect on biological material
of radiation, either alpha or gamma radiation, and the energy de-
posited in the material itself. The energy deposited is measured in
terms of rads. It is in ergs per gram. Then that is converted to
rems to take account of the fact that the different kinds of radi-
ation have different effects on the biological material.

Ten rems is our maximum for what we call low dose radiation.

Senator DOMENICI. So if we are trying to say you can use some-
thing that is dispensing with radiological material that is going to
let that get out, we have a standard that says it is safe if it is 10
or under; is that what you are saying?

Dr. OrBACH. No, our standards are actually much lower than
that.
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Senator DOMENICI. Okay, tell me about it?

Dr. ORBACH. The epidemiology research that we have seen does
not show significant or any cancerous effects for radiation of 10
rems or less. But the actual amounts of radiation that are used as
our standards are orders of magnitude lower than that value.

Senator DOMENICI. But it is an attempt at quantifying?

Dr. ORBACH. Yes. Our program is completely consistent with the
French observations and we are now, I believe, at a point where
we can work with the EPA to begin to reassess the radiation risks
that low dose radiation might involve.

Senator DOMENICI. We jumped ahead here. I was trying to get
here on the record how various people in their daily lives are ex-
posed. So I get in an airplane tonight in New York and I fly all
the way across the continent to Los Angeles. I am exposed to radi-
ation, right?

Dr. OrBACH. That is correct.

Senator DOMENICI. And it is different than the radiation that I
am going to be exposed to if I stand on the ground here, certainly
at sea level. And I fly all the way across and I get exposed to radi-
ation, but nobody thinks there is anything wrong with that, right?

Dr. OrRBACH. That is correct.

Senator DOMENICI. How much am I exposed to when I fly?

Dr. OrRBACH. My memory is about 10 millirems. That is—the
round trip I took from New York to London, is of the order of 10
millirems, which would be a hundredth of a rem or a thousandth
of the 10 rems.

Senator DOMENICI. Okay. And you did it round trip, it is double?

Dr. ORBACH. Yes.

Senator DOMENICI. Now, let us proceed. The reevaluation of this
model that I had gotten to and then we got sidetracked, the model
applies to low doses. This is significant for a variety of reasons. But
the most significant is that we base all our standards and regula-
tions on levels far below 10 rems; correct statement?

Dr. OrBACH. That is correct.

Senator DOMENICI. In fact, we set our cleanup levels which we
just referred to over here for Colorado’s cleanup, we set those
standards for cleanup levels at levels below 10 and some cleanup
levels are under 20 millirems, which you have just described how
much smaller that is, far below the natural background of between
200 and 400 millirems.

Dr. OrRBACH. That is correct.

Senator DOMENICI. Is this study consistent with the data that
the Department has collected under the Linear No Threshold
Standard, and are we confident that the conclusion will change cur-
rent regulations based on science if it is flawed?

Dr. OrRBACH. We are convinced that the Linear No Threshold
Model is incorrect at the low dosages of 10 rems or less. We are
convinced that the scientific data has accumulated, certainly in re-
cent years, to require a reevaluation of the risk of low dose and es-
pecially low dose rate radiation, and we are convinced that the epi-
demiology at 10 rems or less needs to be investigated to determine
whether there is any evidence of cancerous consequences.
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Senator DOMENICI. How much resistance are you getting and
from whom for this rather dramatic statement that you are making
here?

Dr. OrRBACH. Well, first of all, we do our own research, thanks
to the support of this committee and the appropriations over the
last 5 years. So our peer-reviewed research projects that are done
by researchers all over our country have been accumulating, espe-
cially in recent years, to enable me to make this statement.

But then last spring a remarkable set of documents emerged
from the French Academies of Science. The French Academy of
Science and the French Institute—the French Academy of Nu-
clear—sorry—of Medical Research published a joint statement
which was consistent with our own research findings and in fact
made categorical remarks that the Linear No Threshold Model is
not based on evidence that exists in the literature today at low dos-
age.

Senator DOMENICI. We might one day have a half day hearing on
what this means, what it could mean.

Dr. ORBACH. I would be pleased to put such a hearing together.

Senator DOMENICI. If this is applied, the reduction in the cost to
society could be in the hundreds of billions of dollars over time be-
cause we are wasting money protecting ourselves from what we are
now told needs no protection. Am I reading it right?

Dr. ORBACH. I would agree. I would agree with that conclusion.

HYDROGEN POWERED FUEL CELLS

Senator DOMENICI. Mr. Secretary, one of the major elements of
the bill that we passed, title VIII, was a road map that included
revised funding and milestones for the development of hydrogen
and fuel cells under the freedom car and the fuel partnership. Can
you locate that in your mind or in your recollection, material there?
The provision as a result of extensive collaboration between hydro-
gen and fuel stakeholders and policymakers, in which the research
and development needs of the DOE and the industries that were
participating were extensively evaluated. I think you might have
even been a party to that.

Section 8 reflects Congress’ determined will that we wanted the
President’s 2010 and 2015 goals for hydrogen-powered fuel cells.
Can you discuss how the statutory directives of EPAct 2005 figured
in the 2007 budget and can you tell us how DOE plans to meet
these goals?

Mr. GARMAN. The statutory requirements in the Energy Policy
Act comport very, very closely, almost precisely, with our road
mapping plan and our long-term and short-term program plans.
We have fallen behind in some areas. Our overall goal is still on
track. Our goal is to be able to put industry in a position to make
a commercialization decision with the technical barriers solved by
2015.

Because of some shortfalls in appropriations and congressionally
directed spending, we have let some aspects slip. Last year I think
we got about 60 percent of our request——

Senator DOMENICI. I have to excuse myself. I have a phone call
here. There is nobody else here, so do not talk.
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It looks like that was a most opportunistic moment in time. Oth-
ers had to leave also. Now we are going to take just 5 more min-
utes and give you about 100 questions to answer.

Mr. GARMAN. Okay. I will keep the answers very brief then.

Senator DOMENICI. Okay. Finish that answer.

Mr. GARMAN. We have had some programs and some projects
slip, but not to the extent that we are moving away from our 2015
goal.

Senator DOMENICI. You mentioned in that statement that part of
that problem was because of budget shortfalls. I would assume that
there are some technological problems along with it, or is it all
money?

Mr. GARMAN. Well, there are some technical challenges that con-
front us in achieving the full-blown hydrogen vision, and I will just
illustrate one and it is another illustration of how we think the Of-
fice of Science can be helpful. One of the most challenging aspects
of the program is carrying enough hydrogen on board a fuel cell ve-
hicle to give that vehicle the kind of range that a consumer ex-
pects, 300, 350 miles.

Today, with current technology the fuel cell vehicles that we
have on the road go about 150 miles. That will not fly with the con-
sumer. So we are looking at a variety of different technologies, per-
haps involving metal hydrides, carbon nanotubes, a variety of dif-
ferent materials and structures that could hold a lot more hydrogen
in a manner that is closer to ambient temperatures and pressures,
so that you do not have to use high pressure tanks and some of
the other things that, frankly, might be of concern to a consumer.

Just last week in SLAC, I was able to see some work that was
being done there to look at how to stack more hydrogen in the car-
bon nanostructures so that, instead of going to a conventional fuel-
ing station the way we do today, you just might pick up a canister
of hydrogen-impregnated carbon at Wal-Mart and stick that in
your car and that would be your fuel.

So there are all kinds of novel ideas and approaches that we are
looking at. Our partners, such as General Motors and Ballard and
others, have been doing some very good work. This money is being
well leveraged in my view with private sector dollars in achieving
these goals.

YUCCA MOUNTAIN LICENSE APPLICATION

Senator DOMENICI. The last question has to do with the Yucca
Mountain license application. Secretary Bodman testified that the
Department anticipates providing a new schedule for license appli-
cation and repository operations by early summer. The budget jus-
tification material indicates among the tasks to be accomplished in
theC2OO7 budget is defending the license application before the
NRC.

My question is twofold. Does the budget request assume that a
license application will occur in 2007 and, if not, would the request
need to be adjusted? And second, what is the Department’s current
estimate for the cost of the rail line to Yucca Mountain?

Mr. GARMAN. We do not expect to be in a position to submit a
license to the NRC in fiscal year 2007, and we will submit some
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materials. Of course, obviously when our schedule later this sum-
mer is there we will try to lay it out for you as clearly as we can.

The cost of the rail line is highly variable based on the final rout-
ing and of course the cost of steel, which lately is accelerating. But
it could be a $2 billion railroad.

Senator DOMENICI. Two billion dollars?

Mr. GARMAN. Yes, sir, it could.

ADDITIONAL COMMITTEE QUESTIONS

Senator DOMENICI. If it could, it probably will. If it could, it prob-
ably will be more.

In any event, I am sorry we cannot go on. We have many more
questions. Your testimony will be reviewed and we will have some
questions on how we might adjust some dollars to accomplish some
of the things you could not do. I want to close by commending you
once again, you and all of the staff that is here with you, for your
hard work, and thanks for your patience today.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI
GENOMES TO LIFE PROGRAM

Question. Dr. Orbach, as you know, genomics research has been a top priority of
mine for some time. I am very proud that the Department of Energy took the lead
in mapping the human genome. This knowledge provides us the opportunity to un-
derstand many biological questions. I am very supportive of the Genomes to Life
program, although I am frustrated with the slow pace of deployment of the four fa-
cilities. I believe 20 years is too long to wait to integrate the four planned facilities.

I understand the National Research Council has reviewed the Department’s cur-
rent plan and they have made several recommendations to accelerate the implemen-
tation of genomics research within the Department. The National Academies has
suggested the Department consider integrating the capabilities of each of the four
facilities into one facility to address one or two Department core missions such as
bio-energy or carbon sequestration. I believe this report has made good rec-
ommendations that will save the Department time and money and allow research
to begin immediately.

Dr. Orbach, what do you think of these recommendations? Do you believe the De-
partment will realize the same scientific benefit by integrating the four facilities
into one?

Answer. The National Academies report was an excellent report. Its recommenda-
tions played a key role, along with the announcement of the President’s Advanced
Energy Initiative, in our recent decision to recast plans for the GTL facilities. The
Department believes that the new facilities plan for vertically integrated centers fo-
cused on bio-energy research, based partly on recommendations from the NRC
panel, should indeed be able to accomplish the GTL program’s objectives more rap-
idly and at reduced cost.

Question. The Department has already issued a Request for Proposals on the first
of four buildings. In light of this report, will you cancel the RFP and reissue an RFP
based on these recommendations?

Answer. On March 28, 2006, the Office of Science cancelled its Funding Oppor-
tunity Announcement (FOA) for a planned GTL Facility for the Production and
Characterization of Proteins and Molecular Tags, issued in early January. The Of-
fice of Science plans to issue a new solicitation in the coming months for one or
more centers for bio-energy research. Centers focused on systems biology research
into carbon sequestration and bioremediation are also being considered for future
years.

Question. The Academies recommended the Department pursue one or two core
missions and support research into bio-energy, environmental cleanup and carbon
sequestration. What grand challenge do you believe is the highest research priority?
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Answer. In response to the President’s Advanced Energy Initiative’s mandate for
a strong focus on bio-energy, with an emphasis on producing research results that
will help reduce the Nation’s dependence on fossil fuel, GTL’s energy mission is the
highest research priority.

LOS ALAMOS NEUTRON SCIENCE CENTER

Question. Dr. Orbach, It is not well known that the Office of Science funds a con-
siderable amount of research at some of the NNSA laboratories. The Office of
Science supports around $70 million worth of research at Los Alamos, including
work at the Los Alamos Neutron Science Center, (LANSCE), one of the most power-
ful linear accelerators in the world.

As you know, the NNSA, the principal sponsor of LANSCE is considering a major
aclcelerator refurbishment project to secure a significant lifetime extension of the fa-
cility.

If NNSA goes forward with this project, would the Office of Science continue to
support scientific research at LANSCE?

Answer. The Office of Science would likely continue to support merit-based sci-
entific research at LANSCE, particularly at the Manuel Lujan Jr. Neutron Scat-
tering Center.

SCIENCE AND ENERGY RESEARCH

Question. Dr. Orbach, the President has made curing our Nation’s addition to oil
a top priority. I am aware of the fact that the Department has provided $40 million
to support nuclear energy research. Also the Energy Policy Act authorized $49 mil-
lion to be used by the Office of Science to support integrated bio-energy R&D.

With regard to cellulosic biomass, what promising technologies are on the horizon
that will enable us to turn cornstalks and wood waste into ethanol?

Answer. We believe that our efforts in the GTL program to harness the powers
of the microbial world hold the key to making the production of cellulosic ethanol
cost-effective on a large scale. Advances in GTL genomics and systems biology ap-
proaches offer potential for improving the enzyme systems that deconstruct plant
cell walls and increasing the yield of ethanol-producing microorganisms. In addition,
systems biology potentially provides powerful tools for enhancing the productivity of
biomass crops by optimizing them for industrial processing.

Question. What other type of research is your office supporting to reduce our
usage of fossil fuels?

Answer. In energy supply, the Office of Science is funding fusion energy research,
which holds the promise of an economic, environmentally benign energy source. We
are also funding research in solar to fuels in which we will try to mimic photosyn-
thetic processes in plants. To reduce energy consumption, we fund combustion re-
search to improve combustion efficiency; research to create lightweight, high-
strength materials that improve efficiency; research into materials for transpor-
tation, storage and use of hydrogen; and high-performance computers that reduce
the time-to-market for new, efficient engine designs (virtual prototypes) and can
lead to airframe and vehicle designs that improve aerodynamics.

LINEAR-NO-THRESHOLD STANDARD

Question. Dr. Orbach, last year we discussed the liner-no-threshold model re-
search the Department is assembling. I understand a French study was published
last year that challenged the validity of the Liner-No-Threshold model in assessing
the effect of low dose radiation and urged the re-evaluation of this model as it ap-
plies to low doses of ionizing radiation below 10 rem. This is significant for a variety
of reasons, but the most significant is that we base all of our standards and regula-
tions on levels far below 10 rem. In fact we set our cleanup levels at under 20
millirems—far below the natural background of between 200-400 millirems.

Is this study consistent with the data the Department has collected on the Linear-
No-Threshold standard?

Answer. Yes, the French Report is consistent with much of the data coming from
the DOE Low Dose Program. The new data does not support a linear extrapolation
to low doses for cancer risk.

Question. If you are confident of these conclusions how will this change current
regulations that are based on a flawed scientific model?

Answer. Our understanding of the biological responses to low dose radiation expo-
sure has increased dramatically. The new data directly challenge major underlying
assumptions originally employed when the task of estimating human health risk for
low dose exposures was first attempted, primarily using A-bomb survival data. I be-
lieve that the scientific community will rethink risk estimation in light of the newer
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more biologically rigorous assumptions. At the same time, more attention will be
paid to more relevant epidemiological studies of low chronic exposures that mostly
show no excess cancers. In the end, EPA and other regulatory agencies which have
the lead on setting regulations will use these new scientific data provided by DOE’s
Office of Science and others.

JOINT DARK ENERGY MISSION

Question. Dr. Orbach, you have consistently argued to sustain our scientific lead-
ership in areas where we can and should be the world leaders. Unfortunately, I fear
we are about to lose our leadership in an area where the United States has assem-
bled the best scientific minds and maintain the most capable space program. I am
referring to the joint DOE/NASA Joint Dark Energy Mission which is supported by
the Office of High Energy Physics and ranked as No. 3 on the 20-year Scientific
Technology Roadmap. This project will investigate the universe to understand the
most fundamental questions about energy, space and time. In order to fully realize
its scientific value we must launch a space-based telescope.

Unfortunately, insufficient funding for this program puts in jeopardy the program
and is likely to result in other countries picking off the assembled scientific and en-
gineering talent.

Despite the fact that this project was ranked No. 3 in the Department’s 20-year
plan, this project seems to have lost favor within the Department and NASA. Why
is ]tohlat??Why isn’t the Department fighting to maintain this world-class scientific ca-
pability?

Answer. The Joint Dark Energy Mission (JDEM) remains a high priority in the
Office of Science. In fact, funding for competitively-awarded dark energy R&D goes
up over three-fold in the fiscal year 2007 President’s request. We continue to have
discussions with NASA on how best to move forward on an interagency basis on
JDEM. In February 2005, two interagency Federal advisory committees of DOE,
NASA, and the National Science Foundation established a Dark Energy Task Force
as a joint subcommittee to advise the agencies on the future of dark energy research
on the ground and in space. The final task force report should be released in May
2006 and we expect that our path forward on dark energy studies broadly, and
JDEM in particular, could be significantly impacted by the recommendations of this
distinguished panel.

Question. How will the Department support the JDEM program as well as other
lélrlgled pl:)ojects, including the work on neutrino detection and the Large Hadron

ollider?

Answer. We believe the SC budget request will adequately support the JDEM
mission as well as other large projects, including the work on neutrino detection and
the Large Hadron Collider (LHC). As you may know, the just-released National
Academies report on the future of particle physics in the United States, “Revealing
the Hidden Nature of Space and Time: Charting the Course for Elementary Particle
Physics”, recommends that our highest priority should be supporting our LHC re-
search program, followed by R&D on the proposed International Linear Collider,
and then research including dark energy and neutrinos.

Question. NASA has indicated that a re-plan of the Beyond Einstein program,
which supports the JDEM program, will be conducted in fiscal year 2008-2009 to
determine mission need. This would effectively kill any opportunity for a space
launch for a telescope to support this research. Do you agree with this assessment?

Answer. We had discussions with NASA on this, and we understand NASA will
have a competition between the Constellation X-Ray Observatory (Con-X), Laser In-
terferometer Space Antenna (LISA), and JDEM missions to decide which one could
start about 2010. Thus, we believe there is still the opportunity for a joint DOE-
NASA JDEM mission.

Question. Why isn’t NASA supportive of this mission? Has this changed the De-
partment’s view of this project?

Answer. We understand that JDEM remains an important part of the NASA Be-
yond-Einstein program but they are limited by funding to only moving one of the
three missions (Con-X, LISA and JDEM) forward. DOE and NASA both are cur-
rently supporting mission concept studies. DOE’s view of JDEM has not changed,
and we support the JDEM mission.

Question. If NASA isn’t supportive of this mission why isn’t this reflected in the
budget justification?

Answer. NASA is supportive of the mission and will be doing a competition be-
tween Con-X, LISA and JDEM in the 2008-2009 timeframe to decide which of the
three will go forward about 2010. Both NASA and DOE are currently funding mis-
sion concept studies.
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Question. How much would it cost for the Department to take over this project
and fund the space launch without financial support from NASA?

Answer. An extremely crude early cost estimate for the full JDEM mission and
launch is somewhere in the range of $600 million to well over $1 billion, but we
would need to carry out a thorough mission concept competition and scientific and
technical reviews before proceeding to a more mature cost estimate. We also expect
that the soon-to-be-released dark energy task force report (mentioned above) could
necessitate a re-evaluation of the optimal path forward including the appropriate
scope and scale of JDEM.

INTERNATIONAL LINEAR COLLIDER

Question. This year, the Large Hadron Collider located in CERN will come on-line
supporting high energy physics research. In fiscal year 2007, the DOE will fulfill
its funding obligation of $450 million of the $6 billion project.

The budget request includes a request of $60 million, an increase of $30 million
to support the United States R&D effort to build the next generation collider to re-
place the LHC, which will initiate operations this year. The budget justification also
supports construction studies and siting studies. I understand cost estimates for this
next generation machine begin at $7 billion.

Why is the United States rushing to support the next generation machine, before
the existing state-of-the-art facility has begun operations? When does the Depart-
ment hope to break ground on this new machine and where?

Answer. The International Linear Collider (ILC) and the LHC are synergistic
from a scientific standpoint. Simply put, the LHC can discover that new phenomena
exist and the ILC will tell us what they are and what they mean. It will likely take
another 5 years of R&D before we are technically ready to proceed with construction
of the ILC, should the decision be made in the affirmative on a domestic and inter-
national basis. The current phase of the ILC is an internationally planned and co-
ordinated program of R&D that should result in technical demonstrations of all
major system components over the next several years. Our domestic decision process
for the construction phase rests primarily on this R&D, the technical cost estimate
from the Global Design Effort, and on compelling scientific results from the early
LHC program. The next phase for the ILC would then be a thorough multilateral
international decision process, ultimately including a competitive site-selection proc-
ess, allocation of roles and responsibilities, and so on. It is therefore premature for
the Department to hazard a guess on when the project could break ground. Our cur-
Iéent position is that Fermilab would likely be the optimal site within the United

tates.

Question. How much does the Department expect the International Linear
Collider to cost and what are the cost share arrangements with other countries? Is
there a cost the Department believes is too much for this facility?

Answer. We await the Global Design Effort, under Professor Barry Barish, to re-
port a credible cost estimate early next calendar year. Based on the ITER fusion
project, it would be reasonable to expect that the host State would shoulder 50 per-
cent of the cost.

Question. Does the Department intend to compete the siting of this new facility
among U.S. institutions?

Answer. Our current position is that Fermilab would likely be the optimal site
within the United States. The management and operation contract for Fermilab will
continue to be open for prudent and necessary competition.

Question. Where does this facility rank in the Department’s 20-year plan?

Answer. ILC ranks No. 1 in the mid-term epoch.

OFFICE OF SCIENCE—20-YEAR PLAN

Question. Dr. Orbach, in November 2003, the Department put forward a 20-year
plan entitled “Facilities for the Future of Science, a Twenty-Year Outlook” This re-
port identified the facilities and mission that the Department wanted to pursue in
near-, mid- and long-term. The selections were reviewed and prioritized by an Office
of Science Advisory Committee. One argument for this facility was that it would es-
tablish priorities with clear goals that would help with balancing budget priorities
and adhere to scientific priorities. One of the facilities identified in the plan was
the Rare Isotope Accelerator, listed as the third priority and a near-term goal. This
project apparently has been bumped another 5 years into the mid-term.

Is this project an exception and will the Department continue to follow the 20-
year plan implemented just a little over 2 years ago?

Answer. Achieving an optimal balance among the many competing priorities for
science funding is a formidable challenge. We devote substantial effort to achieving
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this task. Our 2003 publication “Facilities for the Future of Science, A Twenty-Year
Outlook” marked the first time, to my knowledge, that any government agency ei-
ther here or abroad publicly issued such a long-range planning document on major
scientific facilities. The Facilities publication culminated many months of careful de-
liberation that consolidated a list of 53 prospective facilities into a list of 28. The
Facilities document prioritized the 28 on the basis of “Importance to Science”,
grouped into three “epochs” on the basis of “Readiness for Construction.” These ep-
ochs are Near-Term, Mid-Term, and Far-Term, spanning the 20 years. Priorities
should be thought of as internal to the respective epoch. Comparison of priorities
between epochs would be incorrect.

The purpose of this construction was to recognize that technologies change, and
that the determination of which epoch a particular facility fell into might well
change with time. The introduction to the document states, in fact: “We know, how-
ever, that science changes. Discoveries will alter the course of research and so the
facilities needed in the future. For this reason, the ‘Facilities for the Future of
Science: A Twenty-Year Outlook’ should be assessed periodically in light of the
evolving state of science and technology.”

Thus, overall, the facilities identified and the priorities set in the facilities outlook
remain valid. Our prioritization among epochs, however, has changed because we
could not predict precisely how quickly various technologies would develop.

Question. Have any of the other projects changed in their position on the list? If
so, why?

Answer. Yes, the elimination of BTeV last year because it was determined that
it could not be completed in time to provide meaningful results before the Large
Hadron Collider starts taking data. And the top priority within the Far-Term epoch,
the National Synchrotron Light Source Upgrade (NSLS II), was placed in that epoch
because, at the time the facilities outlook was written, it was thought that the tech-
nology would not be ready for construction for some years. But the technology devel-
oped more quickly than anticipated, and NSLS II should now be regarded as in the
Near-Term epoch.

TECHNOLOGY TRANSFER COORDINATOR

Question. The Energy Policy Act of 2005 created the position of a Technology
Transfer Coordinator. The Coordinator is meant to focus the Department’s efforts
to transition energy technologies developed at the National Laboratories into the
marketplace. The Act also establishes an Energy Technology Commercialization
Fund, using a 0.9 percent set-aside of funds used for applied energy research and
development. I understand the Department has not yet acted to comply with these
requirements.

Has the Department determined which Under Secretary will have responsibility
for enacting these provisions?

Answer. The Department is studying this provision of EPAct and will report back
to you when a determination is made.

Question. Since the Office of Science oversees a larger number of National Labora-
tories than any other office within the Department, should the Technology Transfer
Coordinator report to the Under Secretary of Science?

Answer. Once the Department has concluded its assessment of the EPAct provi-
sions, the Secretary will make a determination whether the Technology Transfer Co-
ordinator will report to the Under Secretary for Science.

Question. The provision creating the Energy Technology Commercialization Fund
applies to the current fiscal year. Will the Department be able to account for the
use of the funds set-aside for the fund for fiscal year 2006?

Answer. The Department is still assessing this provision and will respond once
the assessment is complete.

Question. The same section of the Act requires the Department to submit a tech-
nology transfer execution plan. What is the status of the Department’s efforts to de-
velop this plan?

Answer. The Department is still working on the technology transfer execution
plan.

INDEPENDENTLY FINANCED FACILITIES

Question. Dr. Orbach, I understand that DOE is trying to address aging infra-
structure crucial for science at DOE and NNSA laboratories through alternative fi-
nancing such as the use of private third-party financing without the upfront cost
to the Federal Government.
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What are the DOE plans for supporting and promoting third-party financing, and
what are the obstacles faced when initiating projects such as the Science Complex
at Los Alamos National Laboratory?

Answer. The Department’s approach to alternative financing is to consider it in
the acquisition strategy phase of proposed new shorter-term projects. The acquisi-
tion strategy is developed after the mission need is approved. If alternative financ-
ing is recommended, then a business case must be provided that supports this rec-
ommendation. General-purpose type facilities with credible private-sector uses (e.g.,
office buildings) are usually best-suited for alternative financing.

Each opportunity is unique and the Department reviews each opportunity individ-
ually based on its merits. It is not appropriate for me to address opportunities that
may be under consideration at Los Alamos because the facility is under the steward-
ship of the National Nuclear Security Administration.

RARE ISOTOPE ACCELERATOR

Question. The Nuclear Science Advisory Committee was charged in 2003 to com-
pare the capabilities of the proposed Rare Isotope Accelerator (RIA) and the planned
GSI facility in Germany. The committee concluded that RIA and the GSI were de-
signed for different purposes and that each would serve large and distinct user com-
munities.

Does the Department accept the committee’s conclusion that RIA and the GSI are
not d;lplicative? If not, what is the reason for disagreement with the NSAC assess-
ment?

Answer. The NSAC assessment found that RIA’s rare isotope research capabilities
were more extensive than those of GSI. The Department accepts these findings.

INDIA’S INCLUSION IN ITER

Question. At the December negotiations to complete the international agreement
on ITER, the delegations welcomed India as a full party. With this development, I
imderstand that the parties to ITER now constitute over half of the world’s popu-
ation.

How will the inclusion of India as a full partner in ITER alter U.S. financial com-
mitments to the project?

Answer. The joining of India has not reduced the overall contributions of the other
parties, but within those contributions it has enabled each of the Parties to provide
an appropriate funding contingency to cover unanticipated costs of the ITER Organi-
zation, the legal entity responsible for oversight of the construction, assembly, oper-
ation, and deactivation of the facility.

Question. How will the inclusion of India as a full partner in ITER alter U.S. pros-
pects for the development of new technologies likely result in valuable intellectual
property?

Answer. In order for India to be a full partner, the allocation of in-kind hardware
contributions was renegotiated among the ITER parties. The European Union,
China, Japan, Korea, Russia, and the United States adjusted their high- and lower-
tech contributions so that India’s allocation would also be such a mix. The United
States will still be providing significant amounts of high-tech hardware with the po-
tential to develop valuable intellectual property.

EXPERIMENTAL PROGRAM TO STIMULATE COMPETITIVE RESEARCH

Question. The Experimental Program to Stimulate Competitive Research
(EPSCoR) supports basic research in States that have historically received relatively
less Federal research funding, in particular for University research. EPSCoR fund-
ing has been flat in recent years, at about $8 million. Under the President’s Amer-
ic{:an dCompetitiveness Initiative, Office of Science funding will double over the next

ecade.

Do you anticipate that EPSCoR funding will remain a constant fraction of the
overall Office of Science budget, as the total budget increases?

Answer. Yes, EPSCoR funding will at a minimum remain a constant fraction of
SC budget.

STANDBY SUPPORT FOR NUCLEAR POWER PLANTS

Question. The Energy Policy Act of 2005, Section 638 authorized the Department
to implement “risk assurance” as a protection against regulatory delays and litiga-
tion. This provision provides a $500 million guarantee for the first two plants.

How does the Department intend to implement this provision?



158

Answer. Consistent with EPAct, the Department is developing a rulemaking to
provide the procedures and process for implementation of the standby support provi-
sions in Section 638, otherwise referred to as Federal risk insurance. The Depart-
ment is on target to meet the deadlines established in the legislation and to issue
the interim final rule by May 6, 2006. The rulemaking is expected be final by the
legislative deadline of August 2006.

Question. EPAct authorized the use of both grant funding and loan guarantees,
both requiring an appropriation. When will the Department budget funds to support
this activity?

Answer. The Department is currently evaluating the timing and appropriate fund-
ing from both grant funding and loan guarantees under EPAct.

NUCLEAR POWER R&D

Question. The President has made nuclear power a top priority in this budget pro-
viding $250 million toward the GNEP program, which largely funds advanced fuel
cycle activities. This large funding commitment seems to contrast with reductions
in the Nuclear Power 2010, which seeks to support the deployment of new, safer
reactors. It also runs counter to funding increases for the Nuclear Regulatory Com-
mission, which is preparing to review license applications developed under the
NP2010 program.

Will the Department be able to fully support all the proposed combined operating
license applications with this level of funding?

Answer. Yes. The Nuclear Power 2010 program remains a top Departmental pri-
ority. The requested level of funding will fully support the originally planned pro-
posed combined operating license application work scope for fiscal year 2007. The
requested funding is based on the scope of the work negotiated with the industry
in fiscal year 2005, when the New Plant Licensing Demonstration projects were ini-
tiated. The award of the cooperative agreements was later than expected, and there
has been a slower-than-expected ramp-up of activities. As a result, the NP2010 pro-
gram costs have lagged behind our obligated funding resulting in carry over from
fiscal year 2005 into this fiscal year. With the unexpected additional appropriations
in fiscal year 2006, the NP2010 program anticipates carryover into fiscal year 2007
that combined with the budget request will support the originally-planned work
scope.

IMPLEMENTATION OF THE ENERGY POLICY ACT

Question. Mr. Garman, EPAct provided a broad authority to the Department to
support R&D, but also sought to support the deployment and technology validation
of specific alternative energy such as biomass, clean coal technology, and solar, as
well as others. Unfortunately, there are a number of demonstration activities, in-
cluding Title 15, “Ethanol and Motor Fuels” that didn’t receive any funding even
though Congress authorized over $800 million for grants and other cost sharing ar-
rangements to encourage the commercialization of biomass conversion technology.

Can you please explain how and when the Department intends to support the Bio-
mass-to-Ethanol programs in Title 15?

Answer. Our biomass program currently supports the goals of Title 15 through
investments in advanced technologies that will augment biofuels production at exist-
ing corn wet and dry mills. The program also fosters the development of the next
generation biorefinery for the production of fuels, power, and commodity chemicals
from a wide variety of feedstocks including the conventional grain crops as well as
perennial grasses and wood and forest residues.

As noted in the Statement of Administration Policy (SAP) submitted to energy bill
conferees on July 17, 2005, “The House and Senate versions of H.R. 6 also include
authorization levels that in many cases significantly exceed the President’s Budget.
These authorizations set unrealistic targets and expectations for future program-
funding decisions.” House and Senate SAPs contained similar language.

The Department prioritized activities, including those authorized under EPAct,
that would most contribute to the goal of reducing America’s growing dependence
on foreign oil. The 2007 budget reflects the Department’s priorities.

Question. Section 942 also provided production incentives for cellulosic biofuels.
This activity hasn’t been funded either. Can you update me on the status of this
provision and if the Department will provide any funding in the near future? Also,
is the Department preparing regulations to support this program?

Answer. Section 942 authorizes the Secretary to use a reverse auction to deliver
the first billion gallons in annual cellulosic biofuels production by 2015. The use of
this authorization is timed to the first year that 100 million gallons of cellulosic
biofuels are produced in the United States or in August of 2008. We are reviewing
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the requirements for this program and determining what regulations will be re-
quired and the schedule for such requirements.

CLEAN COAL POWER INITIATIVE

Question. The budget provides just $5 million toward the Clean Coal Power Initia-
tive, down $45 million from the current year levels. This program supports the de-
ployment of clean coal technology including Integrated Gasification Combine Cycle
(IGCC) facilities, which have the potential to significantly reduce greenhouse gas
emissions. Historically, the Department wouldn’t go forward with a technology solic-
itation without having secured at least $200 million. At this point, there is roughly
$50 million available for fiscal year 2006.

What is the rationale for cutting clean coal research at this point?

Answer. The fiscal year 2007 funding request of $5 million will be combined with
that from prior appropriations and will go towards the accumulation of funds for
a future CCPI solicitation. In addition, if other clean coal projects do not go forward,
then any additional funding that becomes available will also be applied towards a
future CCPI solicitation. Ongoing CCPI projects, FutureGen, and various tax incen-
tives including those authorized in the Energy Policy Act of 2005 continue to provide
incentives for demonstration and deployment of clean coal technologies with the po-
tential to significantly reduce greenhouse gas emissions.

The budget reduces the addition of new funds to CCPI, so that the program can
take steps to improve the use of funds already provided for projects. As identified
in the Program Assessment Rating Tool (PART) review, delays in CCPI ongoing
projects and selected projects still in negotiation have contributed to high unobli-
gated balances, currently over $500 million. This is partially a result of lengthy ne-
gotiations due to the complexity of the projects and statutory requirements to pro-
vide full funding to projects. In addition, extended negotiations over contract terms,
private sector difficulty securing adequate financing for their cost share, private sec-
tor difficulty obtaining permits, and other issues have led to significant unobligated
balances tied to projects or independent components of projects that were selected
several years ago and have not begun construction.

Although some degree of unobligated balances are expected, and in fact necessary,
for forward funded, large scale, long duration, demonstration projects, the program
also sees unobligated balances tied up in projects that are not moving forward to
achieve CCPI’s goals expeditiously and are delaying the benefit of funds appro-
priated for CPPI. The program is working to reduce the time between selection and
award for projects that are being negotiated for initiation, and the time for those
projects already awarded but requiring negotiated agreements to go to the next
budget phase for which funding will be obligated. The goal of these improvements
in the CCPI process is to ensure that projects progress to commencement of con-
struction in a timely manner and strengthen the Department’s ability to withdraw
funding from stalled projects. If a project does not go forward or continue to the next
budget phase, the available funds will be put towards a future CCPI solicitation.
The program is also working to develop processes to ensure consistency of project
selection with the R&D Investment Criteria and improve contract and project man-
agement controls to achieve the desired results.

Question. When do you envision the next technology solicitation?

Answer. The fiscal year 2007 request for the Clean Coal Power Initiative (CCPI)
of $5 million, along with funds from the prior appropriations, will make available
approximately $80 million that could go towards the accumulation of funds for a fu-
ture CCPI solicitation. In addition, if other clean coal projects do not go forward,
then any additional prior year clean coal funding that becomes available will also
be applied towards the funding for a future CCPI solicitation. The decision of when
to issue a CCPI solicitation will be made in the context of annual budget formula-
tion and will be influenced by steps the program is currently taking to improve the
use of funds already provided for projects and availability of prior year funds from
projects that may not go forward.

Question. The Secretary has previously testified that there is a large amount of
uncommitted funds within this account—can you please provide more specific de-
tails of this funding and if any of those funds can be rescinded?

Answer. By uncommitted funds the reference is to the fact that the funds have
not yet been obligated for some of the competitively selected projects. When funds
are obligated, they are committed to a particular contract. However, there is a com-
mitment to fund those selected projects that currently are in negotiations to either
be awarded for start-up or to continue to the next budget phase. Obligations of
funds to the projects are done on a budget phase basis after the project has been
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negotiated and awarded. As such there is a funding commitment, but not a contrac-
tual funding obligation, tied to the projects.

Lengthy negotiations due to the complexity of the projects, statutory requirements
to provide full funding to projects, and long lead time acquisition of components
have resulted in approximately $480 million in unobligated balances for projects in
CCPI and its predecessor programs (Power Plant Improvement Initiative and Clean
Coal Technology Demonstration Program) that were awarded in the last 2 years and
have not yet started and projects that were awarded up to 3 years ago and are cur-
rently making progress towards construction or are under construction. In addition,
extended negotiations over contract terms, private sector difficulty securing ade-
quate financing for their cost-share, private sector difficulty obtaining permits, and
other issues have led to approximately $195 million in unobligated balances for
projects or independent components of projects that were awarded 3, 4, and 13 years
ago, and have not yet started. If for some reason, a project does not go forward, the
funding would be made available for a future CCPI solicitation.

GNEP

Question. Secretary Garman, as I have stated previously, I am very encouraged
by the Department’s new energy initiatives, especially the Global Nuclear Energy
Partnership (GNEP). This is an ambitious program that will have significant im-
pacts on the energy security of the Nation. Over the years the DOE has invested
in nuclear research that can have a direct impact on new nuclear fuels and solve
the problem of large volumes of nuclear waste that could contribute to the prolifera-
tion of nuclear weapons.

I am anxious to see the next level of detail from the Department on how the funds
will be spent in fiscal year 2007, in particular what roles will be assigned to what
national laboratories.

Can you tell me how DOE and GNEP will tap into the expertise resident in the
NNSA laboratories and when this committee should expect to see the details of the
work distribution?

Answer. While Idaho National Laboratory currently is the lead laboratory for the
advanced Fuel Cycle Initiative, the participation by and capabilities of all of DOE’s
national laboratories will be critical to the success of GNEP. The seven national lab-
oratories—Argonne, Los Alamos, Lawrence Livermore, Sandia, Oak Ridge, Pacific
Northwest, and Idaho—have provided input into the Department’s development of
and vision for GNEP. These seven national laboratories are also currently involved
in the preparation of more detailed work scope and funding requirements. The de-
tails of the work distribution would be available to the committee after careful con-
sideration and approval by DOE. NNSA, and its laboratories, are integral to the
GNEP effort and are engaged specifically in the areas of advanced safeguards and
non-proliferation.

FOSSIL ENERGY BUDGET

Question. In your budget justification, the Department supports the FutureGen
program to build a cost-effective near-zero atmospheric emissions from coal with the
assumption that “the successful and timely achievement of the Fossil Energy R&D
objectives” and the availability of technologies for are integrated into FutureGen.
However, the budget has proposed to nearly eliminate funding under the Clean Coal
Power Initiative—the driver for technology development.

How can the Department hope to build a state-of-the-art facility using yet to be
developed technology when you won’t commit the resources to develop such tech-
nologies?

Answer. The fiscal year 2007 budget request represents the necessary funding to
develop the technologies arising from our coal research program for FutureGen and
near-zero emission coal technologies in general. We believe that the funding level
is sufficient to advance these technologies to the level of maturity and acceptable
risk for integrated testing in FutureGen. The Clean Coal Power Initiative (CCPI)
funding is focused on more mature technologies that are ready for demonstration
prior to commercial deployment. The CCPI, however, does reduce the risk of the
longer range commercial deployment of future near-zero emission plants based on
FutureGen technology by reducing risks in technologies and operations that would
have been demonstrated in CCPI such as Integrated Gasification Combined Cycle.

CLEAN COAL POWER INITIATIVE—USE OF CARRYOVER BALANCES

Question. The DOE 5-year budget justification claims that the Department will
provide out-year funding for Clean Coal Power Initiative (CCPI) demonstration of
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advanced coal technologies, “contingent upon improvement of use of funds already
provided for projects.”

What exactly does the Department expect in terms of “improvement of use of
funds” that will support future appropriations to the Department’s leading coal
R&D program?

Answer. The program is working to reduce the time between project selection and
award as well as the negotiating time for ongoing projects to proceed to the next
budget phase, ensure that projects progress to commencement of construction in a
timely manner, strengthen the Department’s ability to withdraw funding from
stalled projects, ensure project selection consistency with the R&D Investment Cri-
teria, and improve contract and project management controls to achieve the desired
results.

Question. If the Department is dissatisfied with the performance of the existing
competitively-awarded clean coal projects, what do you intend to do to improve per-
formance of the projects?

Answer. As identified in the Program Assessment Rating Tool (PART) review,
project delays in CCPI have resulted in high unobligated balances, currently over
$500 million. This is partially a result of lengthy negotiations due to the complexity
of the projects, and statutory requirements to have available full funding for these
projects. In addition, extended negotiations over contract terms, private sector dif-
ficulty securing adequate financing for their cost share, private sector difficulty ob-
taining permits, and other issues have contributed to the unobligated balances situ-
ation for projects or independent components of projects that were selected several
years ago and have not begun construction.

The issue is two-fold. First, these are complex project agreements to negotiate and
frequently require the industrial participant to obtain items such as power purchase
agreements that the participant must separately negotiate before coming to closure
on the cooperative agreement with the Department. Secondarily, the projects that
have been awarded are commercial demonstrations and therefore are also suscep-
tible post-award to changes in market conditions which could result in loss of power
purchase agreements or technology development risks, which in turn lead to delays.

The Department is aiming to improve the process and minimize the disruptions
and delays due to changing market conditions by better anticipating possible market
impacts and addressing them earlier in the negotiation process. The Department is
also developing contract provisions and other process improvements that strengthen
the Department’s ability to withdraw funding from stalled projects. Project selection
will be improved by ensuring consistency of the selection process with the R&D In-
vestment Criteria.

If for some reason a Clean Coal Power Initiative (CCPI) project that was competi-
tively awarded does not progress satisfactorily to the next phase because of either
not meeting the milestones, or incurs inordinate delays, then the Department will
to the extent possible assist the project participant in overcoming hurdles to move
a project forward. If these obstacles cannot be resolved, the Department will pursue
a mutual agreement or exercise other contractual provisions to terminate the
project, and make the remaining funds available for a future CCPI solicitation.

The Department is also working to improve contract management processes in re-
sponse to GAO and DOE Inspector General reports identifying weaknesses.

Question. Does the Department have any plans to re-compete any of the existing
awards? If so, which one?

Answer. The Department does not plan to re-compete any of the existing awards.
In the case when a project is terminated, the available funds will go towards a fu-
ture CCPI solicitation.

HYDROGEN

Question. Secretary Garman, I have been pleased to see the significant develop-
ments made at our national labs in the area of hydrogen fuel cells. Los Alamos Na-
tional Laboratory in particular has been a leader in this area. The Department has
developed an excellent roadmap leading to the introduction of hydrogen fuel cells.

In your view are you receiving adequate resources to move to the next level in
your roadmap?

Answer. Yes, the administration’s funding request is sufficient to keep the hydro-
gen program on track to develop the critical technologies that will enable industry
to make a commercialization decision in 2015 on hydrogen fuel cell vehicles and the
infrastructure to refuel them.
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NEXT GENERATION NUCLEAR PLANT

Question. Despite the significant support for the GNEP program, I question
whether or not the Department is as serious about the Next Generation Nuclear
Plant that will also support the President Nuclear Hydrogen Initiative.

When does the Department intend to begin construction on the Next Generation
Nuclear Plant?

Answer. The Department is committed to meeting the Energy Policy Act require-
ments for the Next Generation Nuclear Plant. A wide spectrum of R&D activities
is underway focusing on development of nuclear fuels, metallic and graphite mate-
rials capable of high-temperature service, and analytical methods to be used in as-
sessing reactor system safety and performance. The R&D program will inform a de-
cision by 2011 to proceed with the design competition for the NGNP as mandated
by EPAct. The design competition is expected to take 2 years. A decision to con-
struct would be expected to follow completion of final design activities. The Depart-
ment is working with the Nuclear Regulatory Commission on a licensing strategy
for the NGNP.

Question. Without this plant, how will the Department validate the Nuclear Hy-
drogen Initiative, much less develop hydrogen from non-fossil sources such as nat-
ural gas?

Answer. The Department is currently developing two systems of hydrogen produc-
tion (thermochemical cycles and high-temperature electrolysis) using nuclear en-
ergy. Prototype testing of these processes are planned using non-nuclear heat
sources. The results from the prototype tests will be used to guide the design of the
engineering-scale facility to be coupled with the NGNP. While the NGNP would be
capable of driving either of these systems, research is being conducted to lower the
process heat requirements to reduce the technical risks associated with the very
high operating temperatures of the NGNP.

URANIUM SUPPLY

Question. Congress and the Bush Administration are encouraging the develop-
ment of additional nuclear powerplants. Other nations are also aggressively pur-
suing the construction of new nuclear reactors. This is going to require more ura-
nium to fuel our current and new reactors.

Has DOE done any analysis on the availability of uranium inside the United
States for nuclear power reactors over the next decade?

Answer. The Department has analyzed a number of commercially-available re-
ports on the quantity and quality of domestic uranium reserves and resources that
could be developed over the next decade. We would be happy to provide you with
a briefing if you would like.

BARTER OF URANIUM

Question. This subcommittee in the fiscal year 2006 Energy and Water Appropria-
tions conference report directed DOE to follow government procurement procedures
in any sales or bartering of DOE uranium inventories.

Does DOE believe it is required to follow this directive?

Answer. The Department has fully complied with the Section 314 of the fiscal
year 2006 Energy and Water Development Appropriations Act including the provi-
sion that “applicable” procurement laws and regulations be followed. Because a sale,
transfer or barter is not considered a “procurement,” provisions of the Competition
in Contracting Act and the Federal Procurement Regulations are not applicable.
Nevertheless, DOE documented its justification for the initial transfer of uranium
to USEC for competitive sale as if those provisions applied. This transfer of a small
amount of uranium to USEC (200 metric tons) was necessary to secure funding for
USEC’s continuation of the uranium remediation activities with no disruption. DOE
recently conducted a competitive sale for 200 metric tons.

Question. What has DOE done to follow this directive?

Answer. The Department issued a Request for Proposals which closed this month
for the Department’s sale of 200 metric tons.

AMERICAN CENTRIFUGE PROGRAM—USEC

Question. The Department has transferred the technology for the American Cen-
trifuge Program to USEC, Inc. to commercialize. As part of the June 2002 agree-
ment between DOE and USEC, there are a number of milestones that USEC is re-
quired to meet this summer and fall. There is concern since USEC’s NRC license
application appears to be delayed.
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Have you been briefed on the technology development program and do you believe
that this technology is workable and is commercially viable at full scale?

Answer. The Department is monitoring USEC’s activities toward meeting its obli-
gations under the June 2002 Agreement with DOE. We receive regular reports on
the status of USEC’s research and development program. The technology was prov-
en in the government’s program in the 1980’s. The Department believes that the
market will decide if American Centrifuge Program is commercially viable.

Question. Are there any specific technical concerns you may have regarding the
deployment of this technology? Are you confident that this project is well managed
and following appropriate scientific practices to validate this technology?

Answer. DOE is not in a position to assess the USEC practices since this is a not
a government-directed program.

URANIUM INVENTORY

Question. Given the increased national interest in nuclear power, the key role that
fuel supply policy will play going forward and the increased interest by this sub-
committee in DOE uranium inventory management, this seems to me to be the
wrong time to remove these issues from DOE HQ and place them in a group whose
experience is primarily in selling assets.

I would feel much better knowing that these crucial functions, if they are to be
transferred from the Office of Nuclear Energy, be transferred to your office, Mr.
Under Secretary.

Will you give this serious consideration and report back on the decision to the
subcommittee?

Answer. No decision has been made on transferring the functions. That said,
these functions currently report to my office through the Office of Nuclear Energy.
Should the Department conclude that it is more effective to transfer the functions,
they likely would remain within my purview. I will keep the subcommittee apprized
as we consider this issue.

URANIUM MINING

Question. Domestic producers of uranium recently wrote Secretary Bodman and
urged the DOE to maintain its uranium inventories for a possible shortfall between
supply and consumption that they believe will grow annually over the next decade.

Did the Department meet with the domestic producers to address their concerns?

Answer. Prior to receiving their letter, the Office of Nuclear Energy staff met with
the Uranium Producers of America. We believed that we addressed their concerns.
More recently, Assistant Secretary Dennis Spurgeon met with several uranium com-
panies this month to discuss their concerns.

Question. What was DOFE’s response to this issue?

Answer. The Department closely monitors activities in the nuclear fuel market for
any potential major disruption of fuel supply to our Nation’s commercial nuclear
power reactors and has a designated uranium inventory to ensure the reliability of
deliveries under the Highly Enriched Uranium Purchase Agreement with the Rus-
sian Federation.

As part of a March 1999 Agreement concerning the transfer of source material
to the Russian Federation, DOE agreed to maintain a stock for 10 years of no less
than 22,000 metric tons of natural uranium equivalent. The Agreement states that
“the stock may be reduced, through the withdrawal of uranium, in order to ensure
the reliability of deliveries under the Commercial Agreement.” DOE continues to
maintain this stock.

Qzestion. Has DOE made any effort to encourage new domestic uranium produc-
tion?

Answer. We believe that market forces (the current price as of April 10 is $41.00/
1b.) will stimulate new domestic production.

WIND ENERGY

Question. In the fiscal year 2006 Energy and Water Conference Report, the De-
partment was instructed to shift responsibility for the integration of renewable tech-
nology to the Office of Electricity Delivery and Energy Reliability. However, your
budget provides nearly $8 million in funding for program staff to interface with
FERC, regional transmission organizations, independent system operators and State
regulators.

Do you believe that the wind program staff is better able to perform this function
than the staff of the Electricity Delivery and Reliability Office? If so, why have we
bothered to establish the Office of Electricity Delivery and Reliability?
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Answer. Senior staff from the Office of Energy Efficiency and Renewable Energy
(EERE) and the Office of Electricity Delivery and Energy Reliability (OE), met May
16, 2006 to examine coordination between offices, and the appropriate roles and re-
sponsibilities between them. Our two offices have jointly decided to establish a for-
mal working partnership for coordinating the work on wind and electricity systems
integration.

Of the requested $8 million in fiscal year 2007, the majority of funds will be used
to characterize wind, turbine operations, plant behavior and interconnection elec-
tronics, with $3.97 million devoted to Systems Integration. Of the Systems Integra-
tion total, $500,000 is planned for interfacing with FERC, regional transmission or-
ganizations, independent system operators and State regulators of which OE will
serve as the lead DOE organization.

Question. Has the Department committed funds within the wind energy program
to support integration activities in fiscal year 2006—is the Electricity and Reliability
Office involved?

Answer. Yes, the Department has committed $2.4 million in fiscal year 2006 for
system integration activities in the Wind Technology Program and program staff
interacts on an ongoing basis with colleagues in the Office of Electricity Delivery
and Energy Reliability (OE). Wind Program management recently discussed with
OE the wind program vision for improved grid availability, as well as the role of
expected wind development in the National Interest Electric Transmission Corridor
Study under Section 1221 of EPAct. EERE continues to closely coordinate all its
electricity-related actions with OE.

SOLAR AMERICA INITIATIVE

Question. The President has proposed the Solar America Initiative to achieve mar-
ket competitiveness of solar electricity by 2015 instead of 2020. This program ap-
pears to shift from a demonstration approach to that of a technology development
program with industry.

Which technologies will the Department focus on and which have the greatest op-
portunities to meet the 2015 goal?

Answer. To meet its 2015 goals, the Solar America Initiative (SAI) will support
R&D and manufacturing improvements through industry-led partnerships to reduce
the cost of solar electric systems and optimize system performance. The R&D work
will be complemented by a technology acceptance effort to help overcome the non-
R&D barriers to commercialization of solar electric systems. SAI focuses work on
both photovoltaics such as thin-film and multi-junction photovoltaics, but also sup-
ports concentrating solar power (CSP) technologies such as dishes and parabolic col-
lectors.

Question. What technology developments have occurred that led the Department
to believe that it could make solar energy cost competitive 5 years ahead of sched-
ule?

Answer. The Department believes that the cost competitiveness of solar energy
can be accelerated by focusing on the transfer of demonstrated high-efficiency cells
from the laboratory, to large scale industrial production through public-private col-
laboration with industry-led “Technology Pathway Partnerships”. We also believe
that our increased funding request will accelerate the pace at which we will achieve
results that can lower costs.

HYDROGEN COMPETITIVENESS

Question. The President established the Hydrogen Fuel Initiative to develop a hy-
drogen economy. One goal was to cut the production and delivery cost of hydrogen
in half by 2010.

How successful has the Department been in achieving this goal?

Answer. Significant progress has been made in reducing the cost of hydrogen. For
example, the cost of distributed hydrogen production from natural gas has fallen
from $5.00/gallon of gasoline equivalent (gge) in 2003 to a current cost of about
$3.10/gge. This cost is estimated using an economic model developed by the National
Renewable Energy Laboratory and industry partners. Additionally, an independent
panel has been commissioned to verify that our 2005 target of $3.00/gge has been
met.

These analysis activities use the Energy Information Administration (EIA) High
A price projections for natural gas, which are typically less than today’s market
price. Therefore, the Department will continue to evaluate the effect of natural gas
price volatility on the viability of this hydrogen pathway to compete with conven-
tional fuels such as gasoline.
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Question. What about achieving the stated goals for reducing the cost of renew-
able production (distributed) sources?

Answer. The Department believes that renewable hydrogen production pathways
are critical to the long-term success of the President’s Hydrogen Fuel Initiative to
reduce our dependence on foreign oil and to reduce greenhouse gas and criteria
emissions. Multiple renewable hydrogen production pathways are being pursued, in-
cluding biomass gasification/reforming, renewable fuel reforming, photoelectrochemi-
cal, photobiological, solar high-temperature thermochemical, and water electrolysis
using renewable electricity resources.

Because appropriations have fallen short of request levels and Congressionally-di-
rected projects consumed a significant portion of the budget in fiscal year 2005 and
fiscal year 2006, the Department had to prioritize funding for its proposed projects.
The Department chose to focus on distributed natural gas technologies that would
most likely help to achieve the 2015 technology readiness milestone. Funding for hy-
drogen production projects on electrolysis and distributed reforming of renewable
liquids was reduced, while funding for other longer-term renewable technologies was
eliminated (total funding of renewable hydrogen production was reduced from a
planned level of approximately $24 million to $13.1 million). Therefore, progress on
the cost reduction of many renewable hydrogen production technologies has been
limited. For example, cost of hydrogen from renewable bio-liquids in 2003 was $6.70/
gallon of gasoline equivalent and has not fallen appreciably toward our 2015 target
of $2.50/gallon of gasoline equivalent. The President’s fiscal year 2007 budget re-
quest includes funding for renewable hydrogen projects.

HYDROGEN MANUFACTURING

Question. For the first time in the past 2 years the Department has provided
funding for manufacturing R&D within the hydrogen account.

What type of R&D is being proposed? Who will perform this activity?

Answer. On January 24, 2006, Secretary Bodman released a “Roadmap on Manu-
facturing R&D for the Hydrogen Economy” for public comment. This roadmap, de-
veloped with interagency and industry input, identifies future high-priority manu-
facturing needs (automated/agile processing, high speed forming/molding, joining
technology, non-destructive inspection techniques, etc.) in polymer electrolyte mem-
brane fuel cells, high pressure composite storage tanks, and fuel reformers and
electrolyzers for producing hydrogen.

Based on further industry comments, due April 24, 2006, the Department will up-
date the roadmap and establish priorities for an upcoming solicitation. The organi-
zations performing the new manufacturing research will be competitively selected.
Teams could include industry, national laboratories, and university partners.

HYDROGEN AND FUEL CELL PROGRAM

Question. One of the major elements of the bill (Title 8) was a roadmap that in-
cluded revised funding and milestones for development of hydrogen and fuel cells
under the FreedomCAR and Fuel Partnership. The provisions are the result of ex-
tensive collaboration between the hydrogen and fuel stakeholders and policy makers
in which the research and development needs of DOE and the participating indus-
tries were extensively re-evaluated. Title VIII reflects what Congress determined
will be needed to meet the President’s 2010 and 2015 goals for hydrogen powered
fuel cell vehicles.

Can you discuss how the statutory directives of EPAct 2005 figured in the fiscal
year 2007 budget request? Can you tell me how DOE plans to meet the law’s goals?

Answer. The President’s fiscal year 2007 budget request of $289.5 million for the
Hydrogen Fuel Initiative is consistent with Title VIII of the Energy Policy Act of
2005.

In particular, the Department’s multi-year planning drove the budget request
which fully supports the statutory timeline and goals related to vehicles and infra-
structure stipulated in Section 805. We plan to meet these goals through research
partnerships with industry technology developers, national labs, and universities.
The majority of funding will remain focused on research to help achieve cost and
performance targets, in accordance with the administration’s R&D investment cri-
teria. Limited learning demonstrations covering multiple applications will be used
to refocus research and to periodically validate progress.

BIOMASS

Question. The Department has requested a significant increase in the Biomass
program, including substantial increases in funding for thermochemical platform
R&D and biochemical platform R&D.
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Which of these technologies has the greatest potential to reduce the costs of bio-
mass production?

Answer. It’s difficult to answer this question with any degree of certainty at this
time. There are a wide variety of feedstocks that can be converted to ethanol, and
different feedstocks are available in different regions of the country. Ultimately, the
most economic conversion technology—the biochemical (fermentation) or the
thermochemical (gasification and pyrolysis)—may depend on the feedstock used.

STRATEGIC PETROLEUM RESERVES

Question. The fiscal year 2007 budget doesn’t request any additional funding to
make repairs to the Strategic Petroleum Reserve after a direct hit by Hurricane
Katrina.

Is it fair to say that the SPR handled oil supply shortages in the Gulf region using
already allocated funds?

Answer. The SPR had sufficient funds to repair the minor damage that was
caused by Hurricane Katrina. The damage included roofing, fencing and damaged
trailers. The total cost of repairs was less than $1 million and was covered by our
fiscal year 2006 appropriation.

HURRICANE KATRINA DISASTER RECOVERY

Question. In the wake of Hurricane Katrina, you have created a program within
Building Technologies called, “Disaster Recovery and Building Reconstruction.”

Could you please expand upon this program and specify how it will help in the
rebuilding of the Gulf Coast?

Answer. In November 2005, the Department launched its Disaster Recovery and
Building Reconstruction web site (www.eere.energy.gov/buildings), providing build-
ing resources, lessons learned from past disasters, and a calendar of workshops and
training sessions being conducted throughout the Gulf region. This is not a new pro-
gram as such, but rather a compilation of our existing efforts and partnerships ap-
plicable to rebuilding the Gulf region. We also continue to work with State energy
offices, universities, and businesses in the affected States to encourage a broad re-
gi(inal exchange of information and best practices on energy efficient building tech-
nologies.

KATRINA—EPACT

Question. The tragedy of Hurricane Katrina presents a unique situation in which
thousands of buildings and homes need rebuilding. In addition the Energy Policy
Act provided the Department with additional authorities to establish in the Energy
Policy Act. Sections 126 and 140 both authorize the Department to establish pro-
grams to facilitate energy efficiency and the integration on renewable energy tech-
nology. Obviously, the Gulf Coast region provides a great opportunity for the De-
partment to develop these pilot programs.

Has the Department taken any steps to help the disaster recovery by promoting
or encouraging the use of energy efficient building materials?

Answer. Yes, the Department is actively working with universities, extension
services, builders, and building materials suppliers to encourage the use of energy
efficient practices and energy efficient building materials. For example, the Depart-
ment is partnering with The Home Depot, the Department of Housing and Urban
Development, and State energy offices on a series of weekend training sessions on
how to repair storm-damaged homes using energy efficient products and practices.
Training sessions were held in New Orleans, Louisiana on January 22-23, Biloxi,
Mississippi on January 28—-29, and in Mobile, Alabama on February 4. These events
attracted over 2,000 attendees. We are working closely with The Home Depot and
other retailers to design a series of on-going events in the spring and summer to
prepare for the upcoming hurricane season.

WEATHERIZATION PROGRAM

Question. The Department has proposed cuts to cut the Weatherization Assistance
Program by $77 million. This will impact 33,000 families who will pay an estimated
$200 million in heating and cooling assistance if they don’t receive this aid.

At a time when home energy bills are very high and there are a large number
of people in the Gulf States who will be struggling to pay their bills this year, why
did you decide to cut money from these grants?

Answer. From 2002 through 2006, the administration requested a total of $1.359
billion for the Weatherization Program, nearly doubling the baseline funding as-
sumptions (using 2001 appropriations). Unfortunately, Congressional appropriations
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from 2002 through 2006 fell short of the administration’s requests by a cumulative
total of $208 million. Nevertheless, increased appropriations driven by the Presi-
dent’s 2002 through 2006 budgets led to energy and cost savings for hundreds of
thousands of the neediest low-income families.

The administration made very difficult choices in developing the fiscal year 2007
budget. Reducing America’s growing dependence on foreign oil and changing how we
power our homes and businesses are among the Department’s highest priorities, as
outlined in the President’s Advanced Energy Initiative.

The Department’s benefits models indicate that the Weatherization Program does
not provide significant energy benefits compared to the potential benefits of other
programs where we are increasing our investments.

We note that financial aid for helping low-income families pay their energy bill
is provided by the Department of Health and Human Service’s Low Income Home
Energy Assistance Program (LIHEAP).

PHOTOVOLTAIC ENERGY COMMERCIALIZATION PROGRAM

Question. The Energy Policy Act of 2005 created the “Photovoltaic Energy Com-
mercialization Program,” which aims to establish photovoltaic solar electric systems
for electric production in public buildings. The request for photovoltaic energy sys-
tems is up more than 50 percent from fiscal year 2006.

Is this effort to increase the use of solar power in public buildings included in the
President’s Solar America Initiative? In what other ways is the Solar America Ini-
tiative planning to use the requested $65 million plus up from fiscal year 2006?

Answer. The “Photovoltaic Energy Commercialization Program” contained in Sec-
tion 204 of the Energy Policy Act of 2005 is not part of the President’s Solar Amer-
ica Initiative (SAI). Section 204 authorizes the Administrator of the General Serv-
ices Administration (GSA) to establish a photovoltaic (PV) commercialization pro-
gram. The Department is willing to provide technical assistance to GSA, should
GSA decide to implement such a program.

The additional funding that the Department of Energy is requesting in fiscal year
2007 for the Solar America Initiative is to achieve the goal of cost-competitive (cur-
rently estimated at 5 to 10 cents per kilowatt-hour) solar power by 2015. The major-
ity of requested SAI funds will be used to support a competitive solicitation for in-
dustry-led R&D to reduce costs along multiple photovoltaic technologies, some of
which may be down-selected in future years. Ultimately, we aim to have partners
demonstrate the ability to produce fully-integrated cost-competitive photovoltaic sys-
tems optimized for U.S. markets by 2015. In addition, the Department is also plan-
ning to issue a second, smaller competitive solicitation in the area of solar tech-
nology acceptance that may include funding for technology assistance to promote the
commercialization of photovoltaic systems in public buildings. The Department is in
the process of developing its strategy for this technology acceptance solicitation, and
will seek public feedback shortly to help inform the structure and content of the so-
licitation.

OFF-SHORE WIND ENERGY DEVELOPMENT

Question. As part of the Energy Policy Act, Congress streamlined the permitting
process and jurisdictional confusion regarding the permitting of offshore renewable
energy projects, which have been a barrier to development. Several offshore wind
projects have been announced, but none of the projects have been developed. In ad-
dition the Department has announced that it will support an offshore wind dem-
onstration.

What is the status of the regulatory reform process and are you confident that
this will result in an efficient and streamlined permitting process?

Answer. The Energy Policy Act of 2005 outlined a path to develop new regulations
to manage the approval process for offshore wind and other renewable energy
projects on the Outer Continental Shelf (OCS) and assigned the Department of the
Interior’s Minerals Management Service (MMS) as the lead agency. There are no
interim policies or guidelines; however, MMS issued an Advanced Notice of Pro-
posed Rulemaking to solicit comments from stakeholders in developing the language
for the new regulations. The Department of Energy’s Office of Wind and Hydro-
power Technologies Program will continue providing technical and other assistance
to MMS under a soon-to-be-finalized Memorandum of Agreement related to offshore
wind energy issues.

Question. How many wind projects have been announced or are under consider-
at}ilon‘.f) How many megawatts of fossil energy will these projects displace and by
when?
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Answer. Several offshore wind projects have been announced, although only two
have taken formal steps required to begin the regulatory review process required
for sites in Federal waters. The two commercial projects include the Cape Wind
Project (420 megawatts), and the Long Island Power Authority/FPL Energy project
(143 megawatts). The wind generated power from these projects would likely dis-
place oil and natural gas-fired peaking powerplants.

Question. How many megawatts of energy could the United States expect to
produce from offshore wind?

Answer. Preliminary estimates conducted at the National Renewable Energy Lab-
oratory (NREL) indicate that more than 1,000 gigawatts of offshore wind energy po-
tential exist in the United States between 5 and 50 nautical miles off the coastlines,
including the Great Lakes, with approximately 810 gigawatts over waters that are
30 m and deeper (Future of Offshore Wind Energy in the United States, June 2004;
www.nrel.gov/docs/fy040sti/36313.pdf). Realizing even a fraction of this presents
major economic, technical, and social challenges.

AMERICAN CENTRIFUGE PROJECT

Question. As you know, the Department of Energy signed in 2002 a lease agree-
ment with the United States Enrichment Corporation (USEC) for centrifuge tech-
nology. Currently, USEC is planning on constructing the American Centrifuge Plant
(ACP) based upon a former DOE design that was never fully proven. History tells
us that DOE spent more than two decades and $3 billion on centrifuge technology.

What compensation did the Federal Government receive for this technology trans-
fer?

Answer. To obtain access to the restricted data related to the gas centrifuge en-
richment process, identified at 10 C.F.R. 725.31 Appendix A as category C—24 iso-
tope separation. USEC was required by regulation to pay, and did pay, $25,000.
USEC also is fully funding development activities under the Cooperative Research
and Development Agreement (CRADA) with the Oak Ridge National Laboratory. Fi-
nally, the Department is currently negotiating, but has not yet executed, a tech-
nology licensing agreement with USEC that addresses royalty payments for USEC’s
commercialization of DOE centrifuge technology.

b?z;estion. Is the Federal Government liable should the technology prove unwork-
able?

Answer. No.

Quesgion. Does DOE currently have departmental personnel working on this
project?

Answer. Since USEC’s CRADA is with ORNL, there are some laboratory per-
sonnel working on the project. USEC pays 100 percent of the costs under the
CRADA. Some DOE employees provide the required regulatory oversight.

Question. At what stage in machine development is USEC?

Answer. Because USEC is a private company and the technology development
program is privately funded, its detailed development information is considered
business proprietary to USEC and may be subject to protections under the Trade
Secrets Act. Under this Act, DOE is obliged to take measures to protect such busi-
ness proprietary information from public disclosure. In response to the committee’s
request for business proprietary information in its oversight capacity, the Depart-
ment will provide the information requested in the Department’s possession under
separate cover in a secure fashion in accordance with applicable law and the De-
partment’s procedures.

Question. Are individual prototype machines still being tested as reported in No-
vember 2005? What is the DOFE’s level of participation?

Answer. As noted previously, this information is business proprietary to USEC.
As a result, a response will be provided under separate cover. DOE provides regu-
latory oversight to ensure that industrial safety and environmental requirements
are met.

Question. What does prototype machine testing by USEC actually mean and in-
volve? What is the DOE’s level of participation?

Answer. As noted previously this information is business proprietary to USEC. As
a result, a response will be provided under separate cover. DOE is involved in a reg-
ulatory capacity to ensure that industrial safety and environmental requirements
are met.

Question. Is there any chance that the reliability and performance data will not
be ready for the DOE October Milestone?

Answer. The Department is not in a position to respond to this question.

Question. Will the October data include economic performance data? If not, when
will such data be available?
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Answer. The Department is not in a position to respond to this question.

Question. Will economic data be proven for financing commitments to be obtained
by January 2007 for the 1 million SWU plant?

Answer. The Department is not in a position to respond to this question.

Question. If “cast-iron” economic data is not available by January 2007, how can
construction begin to meet the DOE June 2007 Milestone?

Answer. The June 2007 construction milestone is tied to a licensing decision by
the Nuclear Regulatory Commission which is required before USEC can begin con-
struction. The economic data requirement is an for USEC to resolve.

Question. Is there a “fall-back” strategy in the event that the ACP cannot be de-
veloped as a commercially viable economic option in accord with the DOE June 2002
Agreement?

Answer. The Department is not currently evaluating alternatives to the APC op-
tion.

Question. Are real and proven alternative production technology options being in-
vestigated, other than continued and indefinite operation of the Paducah Gaseous
Diffusion Plant?

Answer. The Department is closely following developments in the domestic enrich-
ment marketplace including the proposed LES centrifuge plant plans in New Mex-
ico. We believe that market forces will work to provide sufficient domestic capacity
to meet U.S. utility requirements.

RECLASSIFYING WASTE AT HANFORD, WASHINGTON

Question. Mr. Rispoli, the Congress reclassified certain waste as being “incidental
to reprocessing” and as a result, this would allow the Department to leave a small
amount of material in the tanks that would be filled with grout to permanently im-
mobilize any remaining waste. This is the standard being applied to cleanup at
Idaho and Savannah River. I am told that applying this same authority to the Han-
ford tank farm has the potential to save between $10-$15 billion.

If this authority was extended to Hanford, can you estimate the budgetary impact
would be for this project? How much time could be saved?

Answer. The Department of Energy (DOE) committed during the debate on sec-
tion 3116 of the National Defense Authorization bill that we would not work unilat-
erally to add another State to the reclassification authorization. That being said,
DOE has not completed an analysis to determine how much time or money could
be saved should this authority be extended to Washington State.

Question. Does the Department believe this standard should be applied to the
Hanford tank farm cleanup?

Answer. The Department of Energy (DOE) has discussed with State of Wash-
ington officials on several occasions the benefits it perceives that application of sec-
tion 3116 would offer to the citizens of the State of Washington. These benefits in-
clude a provision for the U.S. Nuclear Regulatory Commission’s consultation and
monitoring, and the certainty concerning the process to be used in making deter-
minations. However, the DOE committed during the debate on section 3116 of the
National Defense Authorization bill that we would not work unilaterally to add an-
other State to the reclassification authorization. That being said, DOE has not com-
pleted an analysis to determine how much time or money could be saved should this
authority be extended to the State of Washington.

HANFORD CLEANUP—FAVORITE AMONG EQUALS

Question. The Environmental Cleanup budget is down by over $762 million. Fund-
ing for cleanup at virtually every site in the complex is down. Los Alamos has been
reduced by over $50 million; Idaho is down $20 million; Savannah River is down
by $94 million. In contrast, funding for Hanford is up, despite the fact that we still
don’t have a clear idea how much the Waste Treatment Facility will cost.

We do know that Bechtel, the current contractor, estimates it will cost over $11
billion. This is up from the original cost estimate of $4.3 billion in 2000.

In the 2006 budget request, the Department predicted with 80 percent certainty
that the cost of the project would be $5.8 billion and be completed by 2011. This
is incredible to me that in 1 year the cost of the project could go from $5.8 billion
to $11 billion.

It appears that everything that could go wrong with this project has gone wrong.
There has been tremendous technical risk, poor engineering and design manage-
ment, aéld regulatory uncertainty as a result of the Defense Nuclear Facilities Safe-
ty Board.

Mr. Garman, when will you have a better sense of the final cost estimate for the
Waste Treatment Project?
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Answer. In December 2005, the Department of Energy directed the Waste Treat-
ment and Immobilization Plant (WTP) prime contractor, Bechtel National Inc., to
deliver an updated Estimate-At-Completion (EAC) to reflect available funding for
fiscal year 2006 and impacts of the results of the independent technical and cost
reviews by May 31, 2006.

DOE has engaged the U.S. Army Corps of Engineers to perform an independent
expert review of the EAC and to validate the EAC. The USACE has retained a num-
ber of recognized industry experts working with its own senior staff to perform this
review. The USACE’s report is scheduled to be completed by late summer 2006.
Once the EAC is validated by the USACE, DOE would then validate and approve
the baseline for the WTP project.

Question. What can and will be been done to get control of this project and to re-
verse the cost increases?

Answer. I think it is important to note that all prior planned designs for the
Waste Treatment and Immobilization Plant (WTP) were based on a plant capable
of treating and immobilizing only one-fourth of the high-level waste at the Hanford
site. The current plant is sized to treat and immobilize 100 percent of the high-level
waste, thus eliminating the need for a second, very sizeable and costly plant that
the Department of Energy’s (DOE’s) prior plan had envisioned. In addition, since
this project first got underway in the late 1990’s, major advancements in technology
have been recognized that will improve WTP performance. These advancements in-
clude: development of an ion exchange material to more effectively and less expen-
sively remove radioactive cesium from tank waste liquids; improvement of through-
put capacities for the furnaces used to vitrify the radioactive waste; and enhanced
blending ability of pumps to maintain a consistent waste mix. We anticipate that
benefits from these improvements will avoid the necessity of building a second plant
for high-level waste, improve turnaround time, reduce personnel exposure, reduce
performance risk and operating cost, and reduce the total number of canisters pro-
duced, thereby decreasing the volume of material ultimately sent to a repository for
permanent disposal.

On June 23, 2005, the Secretary of Energy made key decisions to address the
WTP project scope, cost, schedule, contract, and management issues. The manage-
ment actions included direction to: (1) conduct an After Action Review to assess the
causes of the project cost, schedule, scope and project management issues, (2) as-
semble a new DOE Headquarters senior level management team, (3) submit the
qualifications for a Federal Project Director to the DOE Project Management Certifi-
cation Board, (4) provide weekly progress reports to the Principal Deputy Assistant
Secretary for Environmental Management, (5) conduct quarterly progress reviews
with the Secretary, and (6) develop an execution plan and master schedule for all
of the major activities associated with the path forward for the project.

The Secretary indicated to Bechtel Corporation that it must demonstrate its com-
mitment and project management capabilities to this critical project by accom-
plishing the following:

—Address the current technical issues, increasing the confidence in design, con-

tain costs, and develop a viable schedule.

—Obtain the “best and brightest” from other major firms to critically assess the
current technical approach, evaluate risks, review the cost/schedule, and de-
velop recommendations to promptly and dramatically improve project perform-
ance.

—Provide the “best and brightest” site project management team (executives, en-
gineers and technicians) for the duration of the project.

—Develop and submit to DOE a complete and credible Estimate-At-Completion.

Based on the actions directed by the Secretary of Energy and the reviews imple-
mented by independent industry experts, there is now a strong project management
framework in-place, a clear understanding of the technical issues surrounding the
grojelct, and a path forward for establishing a credible project cost and schedule

aseline.

Question. What guarantee can you provide that Federal managers will do their
job to control costs and demand the best from their contractors?

Answer. To improve project oversight the Department of Energy (DOE) has imple-
mented the following key actions: establishment of a DOE Headquarters senior level
oversight team, which is engaged in all aspects of the Waste Treatment and Immo-
bilization Plant (WTP) project; recruitment by DOE of experienced personnel pro-
ficient in contracting, procurement, contract law, and project management; Federal
certification of the WTP Project Director who is directed to strictly comply with the
requirements of DOE Order 413.3, Program and Project Management for the Acqui-
sition of Capital Assets; the requirement that the WTP contractor implement an
Earned Value Management System, a proven, industry-standard performance moni-
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toring tool, that fully complies with American National Standards Institute (ANSI)
748-A-1998; a structured weekly and monthly reporting system, plus a Quarterly
Performance review conducted by the Assistant Secretary for Environmental Man-
agement; and delivery of regular project status updates to senior DOE management.

The DOE continues to proactively upgrade its project management capabilities at
the WTP and strengthen the framework needed to ensure effective planning and
long-term execution in all areas of this large, complex environmental remediation
project.

Question. Do you believe you have the proper contract in place and what incen-
tives are included in the contract to encourage cost reduction?

Answer. Yes, I believe the Department of Energy (DOE) has the proper contract
in place at the Waste Treatment and Immobilization Plant. DOE has initiated ac-
tions to increase and strengthen Federal oversight of this contract. These actions
include putting in place a coordinated and aggressive infrastructure of reviews and
validations of project costs, schedules, technical design, seismic criteria, overall
project management and controls. In parallel, DOE is considering various changes
to the incentives structure for an impending contract modification to challenge the
contractor to deliver a quality plant that meets the mission need and schedule ex-
pectations while achieving cost effectiveness. We hope to complete the contract
modification early in fiscal year 2007.

Question. What impact have the recommendations by Defense Nuclear Facility
Safety Board had on the cost estimate and cost schedule?

Answer. The Defense Nuclear Facilities Safety Board (DNFSB) has been actively
involved in reviewing the adequacy of the seismic criteria used in the design of the
Waste Treatment and Immobilization Plant (WTP). Based on all the reviews, DOE
estimates that the impact of revising the seismic criteria, including the associated
verification activities, for the WTP has resulted in an estimated overall project cost
increase in the range of 10-15 percent with a resulting increase of approximately
20 percent to the overall project completion schedule.

DOE has engaged the U.S. Army Corps of Engineers (USACE) to perform an inde-
pendent expert review of the Estimate-At-Completion (EAC) and to validate the
EAC. This review includes an evaluation of those costs attributable to the inclusion
of revised seismic criteria. The USACE’s report is scheduled to be completed by late
summer 2006.

LOS ALAMOS NATIONAL LAB

Question. The budget reduces soil and water cleanup activities at Los Alamos Na-
tional Lab by $70 million. It has been 2 years since the Department negotiated and
signed the 2005 Consent Order with the State of New Mexico on a fence-to-fence
cleanup strategy to fully remediate the site by 2015.

The budget justification claims that despite the Department has yet to complete
its validation of the site baseline in cost estimate. I find it remarkable that the De-
partment, which has been onsite for more than five decades, doesn’t have an accu-
rate picture of the cleanup responsibilities or cost estimate.

The Consent Order requires that the LANL site be cleaned up by 2015. How will
3 $79 million reduction in soil and water remediation activities impact this cleanup

ate?

Answer. The Department of Energy (DOE) has had significant performance issues
for several years with the previous contractor’s environmental work at the Los Ala-
mos National Laboratory (LANL). Additionally, LANL has not yet been able to pro-
vide an integrated cost and schedule baseline that DOE is able to validate.

Senior officials within DOE have asked for the involvement of senior executives
of the parent companies of the new contractor in delivering efficiencies and a cost
and schedule baseline able to withstand scrutiny and that can be validated by DOE.
To that end, we believe that the new contract will address these performance issues,
offer new opportunities to continue significant cleanup and risk reduction, and en-
able progress towards a new baseline. We assure you that we remain committed to
the Los Alamos Compliance Order on Consent (March 2005) with the State of New
Mexico and its environmental milestones.

Question. What specific cleanup activities will the Department forego as a result
of the $70 million cut?

Answer. The Department of Energy is continuing a broad base of remediation ac-
tivities. We are evaluating soil and water remediation activities including character-
ization, protection of groundwater resources, and remediation for opportunities for
better performance under the new contract. We believe that the new contract will
address past performance issues, offer us new opportunities to continue significant
cleanup and risk reduction, and deliver progress towards a new baseline. Until we
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have a cost and schedule baseline from the new contractor that is independently
validated we are not able to determine what work, if any, will not be accomplished.
However, we remain committed to the Los Alamos Compliance Order on Consent.

Question. What expectations does the Department have for the new contractor,
Los Alamos National Security LLC, to find cost savings to offset the funding reduc-
tion in soil and water remediation?

Answer. Senior officials within the Department of Energy (DOE) have asked for
the involvement of senior executives of the parent companies of the new contractor
in delivering efficiencies and a cost and schedule baseline that is able to withstand
scrutiny and that can be validated by the DOE. To that end, we believe that the
new contract will address the Los Alamos National Laboratory’s (LANL) perform-
ance issues, offer new opportunities to continue significant cleanup and risk reduc-
tion, and deliver progress toward a new baseline. We remain committed to the Los
Alamos Compliance Order on Consent.

Question. As a result of short-changing cleanup at Los Alamos as specified in the
2005 Consent Order, how much do you believe will the Department incur in the way
of fees?

Answer. The Department of Energy (DOE) has had performance issues for several
years with the previous contractor’s environmental work at the Los Alamos National
Laboratory (LANL). Additionally, the LANL has not yet been able to provide an in-
tegrated cost and schedule baseline that the DOE is able to validate.

We believe that the new contract will address these performance issues, offer new
opportunities to continue significant cleanup and risk reduction, and deliver
progress toward a new baseline. We remain committed to the Los Alamos Compli-
ance Order on Consent and as such do not anticipate any fines.

WASTE TREATMENT PLAN SEISMIC REGULATION

Question. It seems odd to me that the Department didn’t have a clear picture of
the seismic risk before they turned the first spade of dirt at the Waste Treatment
Plant.

Why is the Department only now coming to terms with the changes in seismic
standards?

Answer. The initial seismic design for the Hanford Waste Treatment and Immo-
bilization Plant (WTP) was based on an extensive probabilistic seismic hazard anal-
ysis conducted in 1996 by Geomatrix Consultants, Inc. In 1999, the Department of
Energy (DOE) approved this design basis following reviews by British Nuclear
Fuels, Inc., and seismologists from the U.S. Army Corps of Engineers and the Law-
rence Livermore National Laboratory.

DOE used the best information available starting in 1997 regarding the seismic
hazard, namely the 1996 DOE Probabilistic Seismic Hazard Analysis. However, seis-
mic information has continually evolved as seismic prediction methodologies have
improved. This scientific progress led to the 2004 increases in seismic ground mo-
tion that provided a greater allowance for unknown soil and rock properties under-
neath the WTP site than were considered necessary in 1996. No new information
regarding the likelihood of earthquakes or their strength contributed to this change.
Rather, the change was due to the possibility that soil and rock underneath the
WTi might attenuate earthquake movement less than was assumed in the 1996
work.

Question. Can you quantify the cost increases attributed to the change in seismic
standards raised by the Defense Nuclear Facilities Safety Board?

Answer. Based on all the reviews, the Department of Energy (DOE) estimates
that the impact of revising the seismic criteria, including the associated verification
activities, for the Waste Treatment and Immobilization Plant has resulted in an es-
timated overall project cost in the range of 10-15 percent of the Estimate-At-Com-
pletion (EAC) with a resulting increase of approximately 20 percent to the overall
project completion schedule.

The DOE has engaged the U.S. Army Corps of Engineers (USACE) to perform an
independent expert review of the EAC and to validate the EAC. This review in-
cludes an evaluation of those costs attributable to the inclusion of revised seismic
criteria. The USACE’s report is scheduled to be completed by late summer 2006.

Question. What other facilities in Washington might be designed to the same seis-
mic standard at the Waste Treatment Plant?

Answer. Presently, there are no planned facilities in the State of Washington, in-
cluding Department of Energy (DOE) facilities that are designed to the current DOE
seismic standards. These standards would only apply to new nuclear facilities hav-
ing the potential for significant onsite consequences.
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SAVANNAH RIVER SITE—SEISMIC REGULATIONS

Question. I understand that new seismic standards have forced the Department
to reevaluate the design standard of the Salt Waste Processing Facility at Savannah
River Site. This halt in progress will increase project costs and delay the start of
this project by 2 years.

Why did this happen?

Answer. The Department of Energy (DOE) has established design and perform-
ance standards associated with Natural Phenomena Hazards (including seismic) in
DOE Guide 420.1-2, “Guide for the Mitigation of Natural Phenomena Hazards for
DOE Nuclear Facilities and Non-Nuclear Facilities”, and DOE Standard 1021-93,
“Natural Phenomenon Hazards Performance Categorization Guidelines for Struc-
tures, Systems and Components”, that are tailored to the hazards associated with
our nuclear facilities. Performance Category 3 (PC-3), representing the most strin-
gent earthquake design requirements, is invoked where the highest hazards exist
in these types of facilities.

In accordance with the DOE Directives, early in the design of facilities, the per-
formance categorization is determined and the analysis is refined as the safety docu-
mentation matures. The Salt Waste Processing Facility (SWPF) preliminary safety
analysis and the original facility design were based on a lower performance category
determination. However, while addressing issues raised by the Defense Nuclear Fa-
cilities Safety Board the Department determined that the PC—3 design requirements
would provide greater assurance that confinement of radioactive materials was ade-
quate given the range of hazards.

ACCELERATED CLEANUP—CHANGE IN COURSE

Question. Last month Secretary Bodman testified that he would not be bound by
the commitments by his predecessors regarding funding for Environmental Cleanup.
By and large, the funding profile contained in the DOE’s 5-year funding plan shows
a decline in funding for most of the cleanup activities.

Are we to assume that the Department will reduce funding for environmental
cleanup activities, and if so, where and to what end?

Answer. As part of the administration’s Accelerated Cleanup Initiative, beginning
in fiscal year 2003, increased funding was provided to accelerate cleanup and ad-
dress urgent risks sooner than had been planned. Fiscal year 2005 was the peak
year of funding for this initiative. We remain committed to completing the Environ-
mental Management (EM) mission in a manner that protects the environment and
public, and is safe for workers, while being fiscally responsible. The Department of
Energy will continue to focus on risk reduction and cleanup completion while main-
taining balance with other departmental and national priorities.

Question. How will out-year funding reductions impact the schedule for the clean-
up at all of the cleanup sites?

Answer. The funding levels that had been developed in the 5-Year Plan to support
the accelerated site closure strategy were based, in part, on overly optimistic as-
sumptions. The Department of Energy (DOE) is currently updating these assump-
tions to reflect changes that have taken place in regulatory and statutory require-
ments, to incorporate lessons learned based on actual program performance, and to
incorporate technological and acquisition strategies that have matured, with the
goal of meeting the DOE’s long-term environmental commitments. When these as-
sumptions are fully updated, we will be in a position to assess potential impacts.

HANFORD CLEANUP—FAVORITE AMONG EQUALS

Question. The Environmental Cleanup budget is down by over $762 million. Fund-
ing for cleanup at virtually every site in the complex is down. Los Alamos has been
reduced by over $50 million; Idaho is down $20 million; Savannah River is down
by $94 million. In contrast, funding for Hanford is up, despite the fact that we still
don’t have a clear idea how much the Waste Treatment Facility will cost.

Bechtel, the current contractor, estimates the project will cost over $11 billion.
This is up from the original cost estimate of $4.3 billion in 2001.

In the 2006 budget request, the Department predicted with 80 percent certainty
that the cost of the project would be $5.8 billion and be completed by 2011. This
is incredible to me that in 1 year the cost of the project could go from $5.8 billion
to $11 billion.

It appears that everything that could go wrong with this project has gone wrong.
There has been tremendous technical risk, poor engineering and design manage-
me]glt, a(rild regulatory uncertainty as a result of the Defense Nuclear Facilities Safe-
ty Board.
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Mr. Garman, when will you have a better sense of the final cost estimate for the
Waste Treatment Project?

Answer. In December 2005, the Department of Energy directed the Waste Treat-
ment and Immobilization Plant (WTP) prime contractor, Bechtel National Inc., to
deliver an updated Estimate-At-Completion (EAC) to reflect available funding for
fiscal year 2006 and impacts of the results of the independent technical and cost
reviews by May 31, 2006.

DOE has engaged the U.S. Army Corps of Engineers to perform an independent
expert review of the EAC and to validate the EAC. The USACE has retained a num-
ber of recognized industry experts working with its own senior staff to perform this
review. The USACE’s report is scheduled to be completed by late summer 2006.
Once the EAC is validated by the USACE, DOE would then validate and approve
the baseline for the WTP project.

Question. What can and will be been done to get control of this project and to re-
verse the cost increases?

Answer. I think it is important to note that all prior planned designs for the
Waste Treatment and Immobilization Plant (WTP) were based on a plant capable
of treating and immobilizing only one-fourth of the high-level waste at the Hanford
site. The current plant is sized to treat and immobilize 100 percent of the high-level
waste, thus eliminating the need for a second, very sizeable and costly plant that
the Department of Energy’s (DOE’s) prior plan had envisioned. In addition, since
this project first got underway in the late 1990’s, major advancements in technology
have been recognized that will improve WTP performance. These advancements in-
clude: development of an ion exchange material to more effectively and less expen-
sively remove radioactive cesium from tank waste liquids; improvement of through-
put capacities for the furnaces used to vitrify the radioactive waste; and enhanced
blending ability of pumps to maintain a consistent waste mix. We anticipate that
benefits from these improvements will avoid the necessity of building a second plant
for high-level waste, improve turnaround time, reduce personnel exposure, reduce
performance risk and operating cost, and reduce the total number of canisters pro-
duced, thereby decreasing the volume of material ultimately sent to a repository for
permanent disposal.

On June 23, 2005, the Secretary of Energy made key decisions to address the
WTP project scope, cost, schedule, contract, and management issues. The manage-
ment actions included direction to: (1) conduct an After Action Review to assess the
causes of the project cost, schedule, scope and project management issues, (2) as-
semble a new DOE Headquarters senior level management team, (3) submit the
qualifications for a Federal Project Director to the DOE Project Management Certifi-
cation Board, (4) provide weekly progress reports to the Principal Deputy Assistant
Secretary for Environmental Management, (5) conduct quarterly progress reviews
with the Secretary, and (6) develop an execution plan and master schedule for all
of the major activities associated with the path forward for the project.

The Secretary indicated to Bechtel Corporation that it must demonstrate its com-
mitment and project management capabilities to this critical project by accom-
plishing the following:

—Address the current technical issues, increasing the confidence in design, con-

tain costs, and develop a viable schedule.

—Obtain the “best and brightest” from other major firms to critically assess the
current technical approach, evaluate risks, review the cost/schedule, and de-
velop recommendations to promptly and dramatically improve project perform-
ance.

—Provide the “best and brightest” site project management team (executives, en-
gineers and technicians) for the duration of the project.

—Develop and submit to DOE a complete and credible Estimate-At-Completion.

Based on the actions directed by the Secretary of Energy and the reviews imple-
mented by independent industry experts, there is now a strong project management
framework in place, a clear understanding of the technical issues surrounding the
kI;rojelct, and a path forward for establishing a credible project cost and schedule

aseline.

Question. What guarantee can you provide that Federal managers will do their
job to control costs and demand the best from their contractors?

Answer. To improve project oversight the Department of Energy (DOE) has imple-
mented the following key actions: establishment of a DOE Headquarters senior level
oversight team, which is engaged in all aspects of the Waste Treatment and Immo-
bilization Plant (WTP) project; recruitment by DOE of experienced personnel pro-
ficient in contracting, procurement, contract law, and project management; Federal
certification of the WTP Project Director who is directed to strictly comply with the
requirements of DOE Order 413.3, Program and Project Management for the Acqui-



175

sition of Capital Assets; the requirement that the WTP contractor implement an
Earned Value Management System, a proven, industry-standard performance moni-
toring tool, that fully complies with American National Standards Institute (ANSI)
748—A—1998; a structured weekly and monthly reporting system, plus a Quarterly
Performance review conducted by the Assistant Secretary for Environmental Man-
agement; and delivery of regular project status updates to senior DOE management.

The DOE continues to proactively upgrade its project management capabilities at
the WTP and strengthen the framework needed to ensure effective planning and
long-term execution in all areas of this large, complex environmental remediation
project.

Question. Do you believe you have the proper contract in place and what incen-
tives are included in the contract to encourage cost reduction?

Answer. Yes, I believe the Department of Energy (DOE) has the proper contract
in place at the Waste Treatment and Immobilization Plant. DOE has initiated ac-
tions to increase and strengthen Federal oversight of this contract. These actions
include putting in place a coordinated and aggressive infrastructure of reviews and
validations of project costs, schedules, technical design, seismic criteria, overall
project management and controls. In parallel, DOE is considering various changes
to the incentives structure for an impending contract modification to challenge the
contractor to deliver a quality plant that meets the mission need and schedule ex-
pectations while achieving cost effectiveness. We hope to complete the contract
modification early in fiscal year 2007.

Question. What impact have the recommendations by Defense Nuclear Facility
Safety Board had on the cost estimate and cost schedule?

Answer. The Defense Nuclear Facilities Safety Board (DNFSB) has been actively
involved in reviewing the adequacy of the seismic criteria used in the design of the
Waste Treatment and Immobilization Plant (WTP). Based on all the reviews, DOE
estimates that the impact of revising the seismic criteria, including the associated
verification activities, for the WTP has resulted in an estimated overall project cost
increase in the range of 10-15 percent with a resulting increase of approximately
20 percent to the overall project completion schedule.

DOE has engaged the U.S. Army Corps of Engineers (USACE) to perform an inde-
pendent expert review of the Estimate-At-Completion (EAC) and to validate the
EAC. This review includes an evaluation of those costs attributable to the inclusion
of revised seismic criteria. The USACE’s report is scheduled to be completed by late
summer 2006.

LOS ALAMOS NATIONAL LAB

Question. The budget reduces soil and water cleanup activities at Los Alamos Na-
tional Lab by $70 million. It has been 2 years since the Department negotiated and
signed the 2005 Consent Order with the State of New Mexico on a cleanup strategy
to fully remediate the site by 2015.

The budget justification claims that the Department has yet to complete its vali-
dation of the site baseline in cost estimate. I find it remarkable that the Depart-
ment, which has been onsite for more than five decades, doesn’t have an accurate
picture of the cleanup responsibilities or cost estimate.

The Consent Order requires that the LANL site be cleaned up by 2015. How will
3 $79 million reduction in soil and water remediation activities impact this cleanup

ate?

Answer. The Department of Energy (DOE) has had significant performance issues
for several years with the previous contractor’s environmental work at the Los Ala-
mos National Laboratory (LANL). Additionally, LANL has not yet been able to pro-
vide an integrated cost and schedule baseline that DOE is able to validate.

Senior officials within DOE have asked for the involvement of senior executives
of the parent companies of the new contractor in delivering efficiencies and a cost
and schedule baseline able to withstand scrutiny and that can be validated by DOE.
To that end, we believe that the new contract will address these performance issues,
offer new opportunities to continue significant cleanup and risk reduction, and en-
able progress towards a new baseline. We assure you that we remain committed to
the Los Alamos Compliance Order on Consent (March 2005) with the State of New
Mexico and its environmental milestones.

Question. What specific cleanup activities will the Department forego as a result
of the $70 million cut?

Answer. The Department of Energy is continuing a broad base of remediation ac-
tivities. We are evaluating soil and water remediation activities including character-
ization, protection of groundwater resources, and remediation for opportunities for
better performance under the new contract. We believe that the new contract will
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address past performance issues, offer us new opportunities to continue significant
cleanup and risk reduction, and deliver progress towards a new baseline. Until we
have a cost and schedule baseline from the new contractor that is independently
validated we are not able to determine what work, if any, will not be accomplished.
However, we remain committed to the Los Alamos Compliance Order on Consent.

Question. What expectations does the Department have for the new contractor,
Los Alamos National Security LLC, to find cost savings to offset the funding reduc-
tion in soil and water remediation?

Answer. Senior officials within the Department of Energy (DOE) have asked for
the involvement of senior executives of the parent companies of the new contractor
in delivering efficiencies and a cost and schedule baseline that is able to withstand
scrutiny and that can be validated by the DOE. To that end, we believe that the
new contract will address the Los Alamos National Laboratory’s (LANL) perform-
ance issues, offer new opportunities to continue significant cleanup and risk reduc-
tion, and deliver progress toward a new baseline. We remain committed to the Los
Alamos Compliance Order on Consent.

CONSOLIDATION OF NUCLEAR MATERIAL IN THE COMPLEX

Question. The Secretary has wisely assembled a team to consider various options
to reduce the amount of special nuclear material in the complex that must receive
high level security.

By locating unnecessary nuclear material in a central secure area, it can reduce
the security costs dramatically. By permanently disposing of this material we can
eliminate security costs entirely.

I understand that Charlie Anderson with Environmental Management has been
chosen to lead this team of DOE and NNSA officials.

What is the status of this evaluation and when will the Department propose a
waste consolidation and disposal plan to Congress for its consideration?

Answer. We currently expect that the strategic plan will be completed within a
year.

Question. What are the greatest challenges the Department is facing in consoli-
dating this material?

Answer. The greatest challenge facing the Department of Energy regarding the
consolidation of special nuclear materials is to ensure that our departmental consoli-
dation efforts are consistent with individual program needs while maximizing secu-
rity and cost savings and minimizing the number of consolidation moves.

Consolidation of nuclear materials also requires, among other things, adequate
storage space and availability at the receiving site, compliance with applicable laws,
appropriate National Environmental Policy Act analyses, and sufficient transpor-
tation resources. Community support is also critical, particularly in the State and
around the site where the materials would be received.

Question. Are their any legislative or regulatory impediments that currently pre-
vent the Department from moving forward?

Answer. Although there may be legislative or regulatory requirements that would
need to be met before the Department of Energy may move forward with its consoli-
dation activities, none of these ultimately would prevent us from moving forward
when met. For example, there may be National Environmental Policy Act require-
ments to be met for some activities. Other requirements may also apply, for exam-
ple, in the case of the shipment of surplus weapons-usable plutonium to the Savan-
nah River Site previously destined for the now-cancelled Plutonium and Immobiliza-
tion Plant, there are requirements under section 3155 of the National Defense Au-
thorization Act for Fiscal Year 2002 (Public Law 107-107) for the submission of a
plan to Congress identifying a disposition path for such plutonium prior to ship-
ment.

RECLASSIFYING WASTE AT HANFORD, WASHINGTON

Question. Mr. Garman, the Congress reclassified certain waste as being “inci-
dental to reprocessing” and as a result, this would allow the Department to leave
a small amount of material in the tanks that would be filled with grout to perma-
nently immobilize any remaining waste. This is the standard being applied to clean-
up at Idaho and Savannah River. I am told that applying this same authority to
the Hanford tank farm has the potential to save $10 to $15 billion.

If this authority was extended to Hanford, can you estimate what the budgetary
impact would be for this project? How much time could be saved?

Answer. The Department of Energy (DOE) committed during the debate on sec-
tion 3116 of the National Defense Authorization bill that we would not work unilat-
erally to add another State to the reclassification authorization. That being said,
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DOE has not completed an analysis to determine how much time or money could
be saved should this authority be extended to Washington State.

Question. Does the Department believe this standard should be applied to the
Hanford tank farm cleanup?

Answer. The Department of Energy (DOE) has discussed with State of Wash-
ington officials on several occasions the benefits it perceives that application of sec-
tion 3116 would offer to the citizens of the State of Washington. These benefits in-
clude a provision for the U.S. Nuclear Regulatory Commission’s consultation and
monitoring, and the certainty concerning the process to be used in making deter-
minations. However, the DOE committed during the debate on section 3116 of the
National Defense Authorization bill that we would not work unilaterally to add an-
other State to the reclassification authorization. That being said, DOE has not com-
pleted an analysis to determine how much time or money could be saved should this
authority be extended to the State of Washington.

WASTE TREATMENT PLAN SEISMIC REGULATION

Question. It seems odd to me that the Department didn’t have a clear picture of
%}'lne seismic risk before they turned the first spade of dirt at the Waste Treatment

ant.

Why is the Department only now coming to terms with the changes in seismic
standards?

Answer. The initial seismic design for the Hanford Waste Treatment and Immo-
bilization Plant (WTP) was based on an extensive probabilistic seismic hazard anal-
ysis conducted in 1996 by Geomatrix Consultants, Inc. In 1999, the Department of
Energy (DOE) approved this design basis following reviews by British Nuclear
Fuels, Inc., and seismologists from the U.S. Army Corps of Engineers and the Law-
rence Livermore National Laboratory.

DOE used the best information available starting in 1997 regarding the seismic
hazard, namely the 1996 DOE Probabilistic Seismic Hazard Analysis. However, seis-
mic information has continually evolved as seismic prediction methodologies have
improved. This scientific progress led to the 2004 increases in seismic ground mo-
tion that provided a greater allowance for unknown soil and rock properties under-
neath the WTP site than were considered necessary in 1996. No new information
regarding the likelihood of earthquakes or their strength contributed to this change.
Rather, the change was due to the possibility that soil and rock underneath the
WTi might attenuate earthquake movement less than was assumed in the 1996
work.

Question. Can you quantify the cost increases attributed to the change in seismic
standards raised by the Defense Nuclear Facilities Safety Board?

Answer. Based on all the reviews, the Department of Energy (DOE) estimates
that the impact of revising the seismic criteria, including the associated verification
activities, for the Waste Treatment and Immobilization Plant has resulted in an es-
timated overall project cost in the range of 10-15 percent of the Estimate-At-Com-
pletion (EAC) with a resulting increase of approximately 20 percent to the overall
project completion schedule.

The DOE has engaged the U.S. Army Corps of Engineers (USACE) to perform an
independent expert review of the EAC and to validate the EAC. This review in-
cludes an evaluation of those costs attributable to the inclusion of revised seismic
criteria. The USACE’s report is scheduled to be completed by late summer 2006.

Question. What other facilities in Washington might be designed to the same seis-
mic standard as the Waste Treatment Plant?

Answer. Presently, there are no planned facilities in the State of Washington, in-
cluding Department of Energy (DOE) facilities that are designed to the current DOE
seismic standards. These standards would only apply to new nuclear facilities hav-
ing the potential for significant onsite consequences.

SAVANNAH RIVER SITE—SEISMIC REGULATIONS

Question. I understand that new seismic standards have forced the Department
to reevaluate the design standard of the Salt Waste Processing Facility at Savannah
River Site. This halt in progress will increase project costs and delay the start of
this project by 2 years.

Why did this happen?

Answer. The Department of Energy (DOE) has established design and perform-
ance standards associated with Natural Phenomena Hazards (including seismic) in
DOE Guide 420.1-2, Guide for the Mitigation of Natural Phenomena Hazards for
DOE Nuclear Facilities and Non-Nuclear Facilities, and DOE Standard 1021-93,
Natural Phenomenon Hazards Performance Categorization Guidelines for Struc-
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tures, Systems and Components, that are tailored to the hazards associated with
our nuclear facilities. Performance Category 3 (PC-3), representing the most strin-
gent earthquake design requirements, is invoked where the highest hazards exist
in these types of facilities.

In accordance with the DOE Directives, early in the design of facilities, the per-
formance categorization is determined and the analysis is refined as the safety docu-
mentation matures. The Salt Waste Processing Facility (SWPF) preliminary safety
analysis and the original facility design were based on a lower performance category
determination. However, while addressing issues raised by the Defense Nuclear Fa-
cilities Safety Board the Department determined that the PC-3 design requirements
would provide greater assurance that confinement of radioactive materials was ade-
quate given the range of hazards.

ACCELERATED CLEANUP—CHANGE IN COURSE

Question. Last month Secretary Bodman testified that he would not be bound by
the commitments by his predecessors regarding funding for Environmental Cleanup.
By and large, the funding profile contained in the DOE’s 5-year funding plan shows
a decline in funding for most of the cleanup activities.

Are we to assume that the Department will reduce funding for environmental
cleanup activities, and if so, where and to what end?

Answer. As part of the administration’s Accelerated Cleanup Initiative, beginning
in fiscal year 2003, increased funding was provided to accelerate cleanup and ad-
dress urgent risks sooner than had been planned. Fiscal year 2005 was the peak
year of funding for this initiative. We remain committed to completing the Environ-
mental Management (EM) mission in a manner that protects the environment and
public, and is safe for workers, while being fiscally responsible. The Department of
Energy will continue to focus on risk reduction and cleanup completion while main-
taining balance with other Departmental and national priorities.

Question. How will out-year funding reductions impact the schedule for the clean-
up at all of the cleanup sites?

Answer. The funding levels that had been developed in the 5-Year Plan to support
the accelerated site closure strategy were based, in part, on overly optimistic as-
sumptions. The Department of Energy (DOE) is currently updating these assump-
tions to reflect changes that have taken place in regulatory and statutory require-
ments, to incorporate lessons learned based on actual program performance, and to
incorporate technological and acquisition strategies that have matured, with the
goal of meeting the DOE’s long-term environmental commitments. When these as-
sumptions are fully updated, we will be in a position to assess potential impacts.

WERC/DOE COOPERATIVE AGREEMENT

Question. The Department has failed to live up to its commitment to provide fund-
ing under the cooperative agreement with WERC. Why is this?

Answer. As directed by the Conference Report (109-275) accompanying the fiscal
year 2006 Energy and Water Development Appropriations Act (Public Law 109-
103), the Department of Energy provided the American Water Works and the Waste
Education Research Consortium (WERC) with $7,000,000 for advanced concept de-
salination and arsenic treatment research. WERC received $749,790 of these funds.
WERC will also receive the prior year uncosted carryover of $5,500,000.

CLEANUP DELAYS AT K—25

Question. I understand the completion date for the ETTP have been delayed from
fiscal year 2008 until mid-fiscal year 2009.

Why is this and what impact will this have on the cost of the project?

Answer. The current contract calls for physical completion of the East Tennessee
Technology Park by September 30, 2008. The Department of Energy is currently re-
viewing performance against the baseline for this project to determine the cost and
schedule impacts associated with numerous factors including, but not limited to, the
complexity of the work, safety concerns, unexpected issues, and increased cleanup
requirements.

Question. Do you need additional funding in fiscal year 2007?

Answer. No additional funding in fiscal year 2007 is needed. The Department of
Energy is currently reviewing the baseline for this project to determine the cost and
schedule impacts, which would provide the basis for any future budget requests.
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GAO REPORT ON TOTAL ENVIRONMENTAL LIABILITIES

Question. The GAO reported that the Department’s total estimated cleanup re-
sponsibilities could exceed the $180 billion, by as much as $25 billion.

GAO found that cost significant increase can be attributed to delays in opening
up Yucca Mountain and the Department’s ability to dispose of high level waste.

Do you agree with the assessment by GAO? Please explain.

Answer. Several assumptions made as part of the Department of Energy’s (DOE)
Accelerated Cleanup initiative were overly optimistic and have not materialized. In
addition, we have identified legacy cleanup requirements at several sites that have
not been included in prior Office of Environmental Management (EM) work scope,
and some key projects have experienced performance issues. As a result, the life-
cycle cost of the cleanup program could increase by $25 billion, as indicated in the
Government Accountability Office’s report. DOE has established and implemented
a more stringent, highly monitored project management program that is making
every effort to identify and address unexpected developments in project design, con-
struction, schedule and scope as they emerge.

In addition, the $180 billion estimate included approximately $15 billion for high-
level waste and spent nuclear fuel disposal at the Yucca Mountain geological reposi-
tory which was planned to begin receiving shipments from EM in 2010. The DOE
estimates that a 5-year delay in opening the Yucca Mountain geological repository
could potentially increase costs by as much $1 billion to EM’s total cost for man-
aging waste. The actual amount of this increase would depend on a number of fac-
tors, including when EM completes the cleanup of various sites and had the waste
at those sites ready for shipment, the need to build additional storage buildings, and
added operating costs.

YUCCA MOUNTAIN FUNDING

Question. The 5-year funding profile provided to Congress shows essentially flat
funding for this program over this period. In years past, the out-year funding levels
were shown to sharply increase during the time period of license application, work
on-site preparation, and rail route preparation activities—ordering the steel for the
rails alone will be a very costly venture.

Will that level of funding be sufficient to defend a license application and under-
take other activities necessary to prepare for construction and operation of the re-
pository?

Answer. The 5-Year Plan DOE submitted to Congress contains two scenarios. The
scenario using a formula-based approach for out-years in the fiscal year 2007 budget
would not allow the Yucca Mountain program to accelerate pre-licensing construc-
tion activities. The above-target scenario moves the program forward as quickly as
possible.

While there is a flat funding case as you described, the Office of Civilian Radio-
active Waste Management also developed “above target” estimates of $661 million
in fiscal year 2008, $963 million in fiscal year 2009, $1.07 billion in fiscal year 2010,
and $975 million in fiscal year 2011. The above-target scenario is more consistent
with planned construction activities needed to timely develop the repository. The ad-
ministration is committed to developing Yucca Mountain as a geologic repository.
We have made no policy decisions on out-year funding for Yucca Mountain, but I
can assure you we will continue to support expeditious development of the reposi-
tory.

Question. If not, do you expect that the out-year budgets will need to be adjusted
once a new program schedule is established?

Answer. The amounts in the 5-Year Plan for the out-year budget reflect steady
progress toward the receipt of a construction authorization for a repository at Yucca
Mountain in the near term. However, in order to reach the goal of an operating geo-
logic repository at Yucca Mountain in a timely manner, significant budget increases
for the program will be required for construction and operations of both the reposi-
tory and the rail line in Nevada. The administration has supported legislation call-
ing for funding reform for the program in the form of reclassifying mandatory Nu-
clear Waste Fund receipts as discretionary offsetting collections, in an amount equal
to appropriations from the Fund for authorized waste disposal activities. This will
address a technical budgetary problem that has acted as a disincentive to adequate
funding.

The Department’s legislative proposal, the “Nuclear Fuel Management and Dis-
posal Act” was submitted to Congress after the date of this hearing on April 6, 2006,
and contains a provision to implement this funding reform.
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YUCCA MOUNTAIN REQUIREMENTS

Question. Administration witnesses have consistently testified that it is important
to move forward with the Yucca Mountain project regardless of the outcome of the
Global Nuclear Energy Partnership (GNEP). One of the reasons relates to defense
waste.

How much defense waste is currently planned for permanent disposition at Yucca
Mountain?

Answer. The Department currently has approximately 2,500 metric tons of de-
fense spent fuel and 10,500 metric tons of defense high-level radioactive waste. Be-
cause of the 70,000 metric tons statutory limit, the Department currently plans to
dispose of only 7,000 metric tons of defense spent fuel and high-level radioactive
waste at Yucca Mountain.

Question. Under the current schedule when will this waste be ready for shipment
to Yucca?

Answer. Each Department of Energy site that manages spent fuel or high-level
waste destined for disposal in the repository will need to place the waste into dis-
posable canisters and load them into NRC certified casks. For most sites, this has
not yet occurred. These canisters are designed to be transported in NRC certified
casks to the repository and be disposed in waste packages at Yucca Mountain. Cur-
rently, Savannah River has waste that has been vitrified; Hanford and Idaho have
not yet vitrified their waste. Readiness to ship spent nuclear fuel and high-level
waste from each site is dependent on site plans and schedules for high-level waste
treatment, spent nuclear fuel disposition and packaging activities, and the construc-
tion of cask loading facilities. Current plans developed by the Office of Environ-
mental Management for each site are summarized in the table below.

Date of Capa- Date of Capa-
SITE bility to Ship bility to Ship SNF
HLW Canisters Canisters
Savannah River 2012 2015
Hanford Site 2020 2018
Idaho National Lab 2022 2015

Question. If Yucca were not available how would this waste be handled?
Answer. If a repository were not built, the waste would continue to be stored at
the current sites.

YUCCA MOUNTAIN PROGRAM STATUS

Question. In the past year, a decision was made to redirect the approach taken
to fuel handling at the repository to a “clean” approach utilizing a single canister
for transportation, aging and disposal (TAD) package.

Please explain this new approach and its rationale.

Answer. We believe that the clean-canistered approach to receiving commercial
spent fuel will allow us to greatly simplify the licensing, construction, and operation
of the facilities at Yucca Mountain. With a clean-canistered approach personnel will
be handling primarily canistered waste, not individual fuel assemblies as previously
planned. These canisters will provide another contamination barrier between the
worker and the waste. For example, when routine maintenance is required in the
canistered operating facilities, workers will not have to deal with radiological con-
tamination as they would with individual fuel assembly handling operations.

The canistered approach will simplify the licensing and construction of the reposi-
tory, while easing complexities of Yucca Mountain’s post-construction operations.
The new approach envisions spent fuel being delivered to Yucca Mountain primarily
in transport, aging, and disposal (TAD) canisters which are then placed in a waste
package for emplacement. Handling of bare fuel will be limited and will be accom-
modated by much smaller facilities. Switching to a primarily clean facility plan will
improve safety and operations and dramatically improve the overall performance of
Yucca Mountain operations.

Qgtestion. What impact has this redirection had on preparing the license applica-
tion?

Answer. To incorporate the new clean-canistered approach, we have reviewed the
existing designs for the repository surface facilities, and have initiated efforts to re-
design these facilities to incorporate the benefits that result from the clean-
canistered approach. We believe that the redesigned surface facilities will be small-
er, less costly, and simpler to design, license, construct and operate. As a result, the
Department believes any additional time spent incorporating the clean-canistered
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approach will be offset by reductions in the time required to license and construct
the repository facilities.

Question. Have you analyzed the impact that this redirection could have on the
timing and cost of license review, program construction and operations?

Answer. As part of the critical decision process in the Department, the program
is required to provide a revised cost and schedule for the program that incorporates
the canister approach. That process is expected to be completed and the revised cost
and schedule provided to the Secretary this summer.

INTERIM STORAGE AND REPROCESSING

Question. The Energy and Water Conference report for fiscal year 2006 provided
the Department with funding to support the siting selection process of interim stor-
age and reprocessing facilities. Communities would be provided $5 million to sup-
port a site development plan and licensing strategy.

What is the status of this program? When will the Department provide the fund-
ing support to these communities, and under what terms?

Answer. DOE issued a request for Expressions of Interest (EOI) in the Federal
Register on March 17, 2006, announcing its intention to initiate a competition to
conduct site evaluations to aid in selecting one or more sites suitable for develop-
ment of integrated recycling facilities. The EOI sought information to assist in the
preparation of a solicitation for proposals to prepare site evaluation reports. A total
of 43 responses were received to the EOI.

The solicitation, planned for spring 2006, will be open to domestic sources, public
and private, and will encourage teaming and community involvement. Proposals will
be evaluated for 90 days, followed by the selection of those proposals for which fund-
ing will be provided to prepare a site evaluation report. Each of the resulting site
evaluation reports will be reviewed for potential inclusion as an alternative in the
EIS analysis for the GNEP Technology Demonstration Program (TDP). DOE cur-
rently intends to solicit proposals only for non-DOE sites, given that information re-
lating to the identification of DOE sites for potential inclusion as alternatives in the
GNEP-TDP EIS is already available to the Department. The potential sites will be
evaluated, in connection with the EIS process, and DOE currently anticipates that
it \évill make site location decisions in the summer 2008 following completion of the
EIS.

To evaluate the potential environmental impacts at candidate sites for the dem-
onstration facilities, DOE has taken steps to initiate the preparation of an EIS for
the GNEP-TDP. This process began with a March 22, 2006 Advance Notice of In-
tent (ANOI) which requested comments from interested parties on the scope of the
EIS, reasonable alternatives, and other relevant information. Comments received
will be used to develop the Notice of Intent (NOI) and to assist DOE in completing
the EIS. The Draft EIS is scheduled to be completed by late spring, 2007 and the
Final EIS by late spring, 2008. A Record of Decision (ROD) is expected to be issued
in summer 2008.

YUCCA MOUNTAIN—LICENSE APPLICATION

Question. Secretary Bodman testified that the Department anticipates providing
a new schedule for license application and repository operations by early summer.
The budget justification materials indicate that among the tasks to be accomplished
in fiscal year 2007 is defending a license application to the NRC.

Does the budget request assume that a license application will occur in fiscal year
2007, and if not, would the request need to be adjusted?

Answer. No. The fiscal year 2007 budget request does not assume the license ap-
plication will be submitted in fiscal year 2007 and accordingly does not need to be
adjusted. The license defense activities in fiscal year 2007 relate to preparation of
the license application, and include identifying and preparing information in an ac-
ceptable format to submit to the Nuclear Regulatory Commission (NRC) electronic
hearing docket, which is an electronic information system that will receive, dis-
tribute, store and retrieve docket materials for licensing and proceedings. It also in-
cludes identification of expert witnesses and preparation of information that may be
needed to respond to contentions raised by other parties to the licensing pro-
ceedings. Prior to submitting the license application, the Department plans to have
in place procedures and processes to respond to NRC’s requests for additional infor-
mation once the license application is submitted. Recognizing that the NRC staff is
only planning an 18-month review period prior to the hearings, the Department
needs to be able to respond to Requests for Additional Information rapidly and com-
prehensively. A thorough legal and regulatory review process, combined with timely
interactions with the NRC during the pre-application period, will help the program
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develop a license application that the NRC can docket, review and adjudicate in the
3-year period required by the Nuclear Waste Policy Act.

Question. What is the Department’s current estimate for the cost of the rail line
to Yucca Mountain?

Answer. The current estimate is approximately $2 billion for the life cycle cost of
the rail line to Yucca Mountain. The estimate is specific to the Caliente rail corridor
and includes the cost of facilities related to rail operations. These facilities include
sidings and basic maintenance capability where the Nevada rail line connects to ex-
isting mainline track, maintenance-of-way facilities along the track and an end-of-
line facility proximate to the repository. The Department believes the cost of con-
structing rail access to the repository along the Caliente corridor is still viable based
on these considerations, but is reviewing its ability to reduce the costs.

YUCCA MOUNTAIN REPOSITORY OPERATIONS

Question. Some degree of aging of fuel at the site before emplacement in the re-

pository has always been assumed.
1V\Eliltvis your current thinking on fuel aging at Yucca and how might it be accom-
plished?

Answer. Currently, our plans for spent fuel aging at Yucca Mountain include sev-
eral large above-ground aging pads. With the program’s change to the clean-
canistered approach for transport, aging and disposal (TAD) of spent fuel, it is ex-
pected that TAD-based storage systems will be used for most of the required spent
fuel aging. We currently expect the license application will provide for aging capac-
ity in the range of 20,000 to 40,000 metric tons.

GQues{)tion. Could the duration of fuel aging be influenced by developments with

NEP?

Answer. Repository designs have consistently included aging capability needed to
allow the spent fuel received from the utility sites to cool until it is suitable for per-
manent underground disposal. These aging facilities are an integral part of our dis-
posal operations. Although Global Nuclear Energy Partnership (GNEP) offers the
promise of development of recycling technologies over the next several decades,
there are no current plans to store existing spent fuel inventories for possible recy-
cling in the future. If commercial GNEP technologies are proven feasible and even-
tually developed, repository operations may need to be adjusted, as appropriate, to
incorporate the benefits for future inventories of spent fuel that GNEP processing
might provide.

YUCCA MOUNTAIN CAPACITY

Question. Yucca Mountain currently has a legislated capacity limit of 70,000 met-
ric tons as set forth by the Nuclear Waste Policy Act.

Based on technical factors alone, what is the physical capacity of Yucca to accom-
modate spent fuel?

Answer. The environmental impact statement for the Yucca Mountain repository
in its cumulative impacts section evaluated the disposal of approximately 120,000
metric tons of spent nuclear fuel and high-level waste. However, the actual physical
capacity of Yucca Mountain is exceeds that amount. The Department believes the
physical capacity of Yucca Mountain is at least adequate to dispose of the commer-
cial and DOE spent fuel and high-level waste that currently exists, and could pro-
vide for the disposal of all the spent nuclear fuel from the existing suite of nuclear
plants with life extensions.

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN

Question. Mr. Chairman, I appreciate your holding this hearing to review budgets
of the Department of Energy’s Office of Science, Office of Nuclear Energy, Office of
Fossil Energy, Office of Environmental Management as well as many other impor-
tant accounts with the Department of Energy. I want to join you in thanking the
witnesses for being here to provide testimony and answer questions.

I am pleased that the Department is continuing to look for alternate and renew-
able sources of energy to correct the trend toward unnecessary reliance on foreign
sources of oil and gas. My State continues to conduct research to develop cleaner
and more efficient sources of energy. After Hurricane Katrina, fuel costs rose as
much as $3 per gallon and finding diesel to transport necessities or to run the elec-
trical generators used to cool poultry production facilities became a challenge. Our
biodiesel suppliers provided this needed fuel which proved not only to be a cleaner
fuel, but a fuel that is a substitute for foreign oil.



183

Mr. Chairman, I look forward to working with you this year on these important
accounts as well as the new American Competitiveness Initiative and the Advanced
Energy Initiative.

It is important to implement a regional approach to biomass research because of
the diversity of sources in the United States. Biomass sources and techniques in
Mississippi are much different than the biomass opportunities available in the Mid-
west.

How do you perceive the Department’s role in facilitating a regional approach to
research and development?

Answer. The Department has requested funding in fiscal year 2007 to implement
the concept of regional feedstock development partnerships. We agree that the op-
portunities for biomass feedstocks development are best approached regionally, be-
cause differences in soils, rainfall, climate, agricultural land-use patterns, and es-
tablished markets exist at a regional level. Partnerships are needed because of the
complexity of feedstock issues that include basic and applied science to develop the
feedstock resources, infrastructure feedstock needs for biorefineries including reli-
ability, availability, and cost; and sustainability issues as they pertain to resource
development. Partnership efforts will bring Federal funding together with the
biofuels production industry with the grower community and university researchers
to better define the actual resource on a regional and local basis.

LOAN GUARANTEE

Question. One of the important loan guarantee programs authorized under the
Energy Policy Act of 2005 would encourage the commercialization of projects which
reduce air pollutants as well as employ improved technologies in many areas such
as renewable energy systems, carbon capture, and advanced fossil energy tech-
nology. I understand that the Department has not asked for funding for the loan
guarantee program or demonstration project authorized under Title 17.

What is the Department’s view of this program and why was funding not re-
quested this year?

Answer. The Department of Energy (DOE) is working to meet the Secretary’s pre-
viously-stated goal of accepting the first preliminary applications for “self-pay” loan
guarantees under Title XVII before the end of fiscal year 2006. We are proceeding,
but we are doing so with no small measure of caution and prudence. The Depart-
ment has established a small loan guarantee office under the Department’s Chief
Financial Officer. In implementing the program, we will follow the Federal Credit
Reform Act of 1990 (FCRA) and Office of Management and Budget (OMB) guide-
lines, and we will emulate “best practices” of other Federal agencies. Toward that
end, we are drafting program policies and procedures, establishing a credit review
board, and are planning to employ outside experts.

Title XVII authorizes DOE to issue loan guarantees for projects that avoid, se-
quester, or reduce air pollutants and/or anthropogenic emissions of greenhouse
gases, and “employ new or significantly improved technologies as compared to com-
mercial technologies in service in the United States at the time the guarantee is
issued.” Section 1703(b) lists some specific categories of projects that are eligible for
these loan guarantees. Title XVII allows for project developers to pay the subsidy
cost of loan guarantees issued by DOE. While this “self-pay” mechanism may reduce
the need for appropriations, it is possible that the ultimate cost to the taxpayer
could be significantly higher than the cost of the subsidy cost estimate. To minimize
this possibility, DOE’s evaluations of applications will entail rigorous analysis and
careful negotiation of terms and conditions.

FCRA contains a requirement that prevents us from issuing a loan guarantee
until we have authorization to do so in an appropriations bill. We do not believe
we have authority to proceed with an award absent having the necessary explicit
authorization in an appropriations bill.

Question. What type of interest from researchers and the public has the Depart-
ment received regarding this newly authorized program?

Answer. The loan guarantee provisions in the Energy Policy Act of 2005 are gen-
erating a great deal of interest. The Department regularly receives questions about
every aspect of the loan guarantee program from prospective project sponsors and
other constituencies. The topics of these questions range from the application and
transaction closing processes to the criteria for eligible projects.

Question. Has the Department received applications, from whom, and for what
projects? If not, when will the DOE be accepting applications for “self-pay” loan
guarantees, and how long does DOE anticipate it will take to process an applica-
tion?
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Answer. Although the Department has received many inquiries about loan guar-
antees, DOE has not received any applications for loan guarantees.

The Department of Energy (DOE) is working to meet the Secretary’s previously
stated goal of accepting the first preliminary applications for “self-pay” loan guaran-
tees under Title XVII before the end of fiscal year 2006. We are proceeding, but we
are doing so with no small measure of caution and prudence. The Department has
established a small loan guarantee office under the Department’s Chief Financial
Officer. In implementing the program, we will follow the Federal Credit Reform Act
of 1990 (FCRA) and Office of Management and Budget (OMB) guidelines, and we
will emulate “best practices” of other Federal agencies. Toward that end, we are
drafting program policies and procedures, establishing a credit review board, and
are planning to employ outside experts.

Title XVII authorizes DOE to issue loan guarantees for projects that avoid, se-
quester, or reduce air pollutants and/or anthropogenic emissions of greenhouse
gases, and “employ new or significantly improved technologies as compared to com-
mercial technologies in service in the United States at the time the guarantee is
issued.” Section 1703(b) lists some specific categories of projects that are eligible for
these loan guarantees. Title XVII allows for project developers to pay the subsidy
cost of loan guarantees issued by DOE. While this “self-pay” mechanism may reduce
the need for appropriations, it is possible that the ultimate cost to the taxpayer
could be significantly higher than the cost of the subsidy cost estimate. To minimize
this possibility, DOE’s evaluations of applications will entail rigorous analysis and
careful negotiation of terms and conditions.

FCRA contains a requirement that prevents us from issuing a loan guarantee
until we have authorization to do so in an appropriations bill. We do not believe
we have authority to proceed with an award absent having the necessary explicit
authorization in an appropriations bill.

Question. In working with Fischer-Tropsch technologies, does the Department
have suggestions on how to provide government assistance to those companies who
are interested in commercializing this technology?

Answer. The Department of Energy (DOE) completed its successful RD&D pro-
gram on coal-to-liquids including related Fischer-Tropsch (FT) technologies several
years ago. The Energy Policy Act of 2005 (EPAct 2005) authorizes new DOE and
other assistance (e.g., investment tax credits) to early commercial projects that em-
ploy FT technologies, including loan guarantees under Title XVII.

The Department is working to meet the Secretary’s previously-stated goal of ac-
cepting the first preliminary applications for “self-pay” loan guarantees under Title
XVII before the end of fiscal year 2006. We are proceeding, but we are doing so with
no small measure of caution and prudence. The Department has established a small
loan guarantee office under the Department’s Chief Financial Officer. In imple-
menting the program, we will follow the Federal Credit Reform Act of 1990 (FCRA)
and Office of Management and Budget (OMB) guidelines, and we will emulate “best
practices” of other Federal agencies. Toward that end, we are drafting program poli-
cies and procedures, establishing a credit review board, and are planning to employ
outside experts.

Title XVII authorizes DOE to issue loan guarantees for projects that avoid, se-
quester, or reduce air pollutants and/or anthropogenic emissions of greenhouse
gases, and “employ new or significantly improved technologies as compared to com-
mercial technologies in service in the United States at the time the guarantee is
issued.” Section 1703(b) lists some specific categories of projects that are eligible for
these loan guarantees. Title XVII allows for project developers to pay the subsidy
cost of loan guarantees issued by DOE. While this “self-pay” mechanism may reduce
the need for appropriations, it is possible that the ultimate cost to the taxpayer
could be significantly higher than the cost of the subsidy cost estimate. To minimize
this possibility, DOE’s evaluations of applications will entail rigorous analysis and
careful negotiation of terms and conditions.

FCRA contains a requirement that prevents us from issuing a loan guarantee
until we have authorization to do so in an appropriations bill. We do not believe
we have authority to proceed with an award absent having the necessary explicit
authorization in an appropriations bill.

VEHICLE PROGRAMS

Question. The fiscal year 2007 budget request for Energy Supply and Conserva-
tion Accounts supports development of a number of new energy technologies, includ-
ing programs that fund basic and applied research, development, demonstration,
and technical assistance. These efforts promote the deployment of new technologies
needed to support both Hybrid Electric and Fuel Cell vehicle development under the
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FreedomCAR program. Lightweight materials, electronic power control, electric
drive motors, and advanced energy storage devices are specifically identified in the
fiscal year 2007 budget as areas where Federal R&D investment seeks to achieve
technology breakthroughs.

Is it fair to state that the United States has fallen behind its global competitors
in the race to develop the next generation of Hybrid Electric Vehicles (HEV) to meet
projected consumer demand? How far behind is the United States in developing next
generation HEVs that will ensure our competitiveness in this market?

Answer. No, we do not believe that the United States is lagging behind any coun-
try from a next-generation perspective. The fiscal year 2007 presidential request re-
allocated vehicle funding program resources to increase focus on plug-in hybrid elec-
tric vehicle research. Our technological goals are ambitious, and progress to date is
good. We have seen pre-competitive advances in the reduction in the cost of the next
generation of batteries, as well as improvements in the cost and performance of
other essential components of HEVs. Other indicators of progress include advances
in the nickel metal hydride battery developed through DOE-sponsored R&D. Work
is underway to develop the high energy batteries for plug-in HEVs, expected to keep
the United States dominant in this key area.

There is also a need to reduce the cost of HEV technology to increase consumer
acceptance. A recent poll indicated that over 50 percent of the American public de-
sires HEVs, but believes they are too costly (based on a telephone poll of 1,001
adults conducted March 10-12 and released April 10 by CNN/USA Today/Gallup).
The FreedomCAR 2010 technology targets aim to resolve the issue of cost barriers.
This goal is shared by industry; for example, Toyota recently announced an effort
to reduce their HEV component costs by two-thirds in the same time frame.

Question. Electronic power control is one of the activities for which R&D invest-
ment has been targeted under the FreedomCAR program. Has the program identi-
fied and documented the technical approaches that have the most potential to pro-
vide radical improvements or “breakthroughs” in electronic power control for next
generation HEVs? If so, what are the potential breakthrough technologies?

Answer. We have identified and documented the technical approaches for the next
generation of hybrid electric vehicles (HEVs), and feel the potential breakthrough
technologies for high-temperature operation include wide bandgap materials, ad-
vanced packaging, and high-temperature capacitors. Silicon Carbide (SiC) is the
only wide bandgap material currently available to produce useable power devices.
Ongoing research and development efforts are focused on these technologies. In fis-
cal year 2007 we anticipate funding efforts to build an all SiC inverter and a high-
temperature DC/DC converter. A new solicitation is also planned in fiscal year 2007
to seek other alternative, high-temperature technologies.

Question. Which of these potential breakthrough technologies in electronic power
controls have the greatest potential to accelerate U.S. efforts to develop the next
generation HEVs?

Answer. The FreedomCAR and Fuel Partnership’s Electrical and Electronics Tech-
nical Team has identified the cost, weight, and volume targets and reliability re-
quirements to help make HEVs a cost-competitive choice for consumers. Meeting
these targets would require improvements over current technologies to reduce
weight and volume by a factor of two and cost by a factor of four. Power electronics
capable of operating at ambient temperatures of 200° C would likely require silicon
carbide (SiC) devices, and high-temperature packaging to enable high-temperature
operation. These technologies are the highest priority research need for the next
generation HEVs. The fiscal year 2007 budget supports continued research to ad-
dress these challenges.

Question. Would the successful development of air-cooled vehicle-class power elec-
tronics at a vastly accelerated pace provide the kind of “breakthrough” that would
allow the United States to catch up with our global competitors? If so, what are the
most promising and highest priority technologies for air-cooled vehicle-class power
electronics to which additional investment should be targeted?

Answer. Air-cooled power electronics offer the potential to meet the targets and
requirements for size, weight, cost, volume, and reliability to make hybrid electric
vehicles (HEVs) an economic choice for large numbers of consumers. Simply accel-
erating the pace of power electronics development is not the only technology break-
through required to successfully market this technology. Automakers have yet to
demonstrate air-cooled HEV technologies for high-power traction drives in consumer
vehicles. Success in this area would allow an automobile manufacturer to leap-frog
current HEV vehicles.

The most promising and highest priority technologies in sequential order are air-
cooled inverters, high-temperature DC/DC converters, and the functional integration
of inverters and converters to allow sharing of components. The fiscal year 2007
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budget request will fund research and development efforts to build an all-silicon car-
bide (SiC) inverter and a high-temperature converter. Research and development of
the functional integration of a high-temperature inverter/converter is planned for
fiscal year 2007.

Question. Has Wide Bandgap Silicone Carbide technology been identified as a po-
tential breakthrough technology for air-cooled vehicle-class power electronics? If so,
what would its successful insertion into the air-cooled vehicle-class power electronics
program mean for the United States in the global competition?

Answer. Yes, wide bandgap technology, such as silicon carbide (SiC), is one of sev-
eral enabling technologies required to achieve a breakthrough in air-cooled power
electronics for hybrid electric vehicles (HEVs), plug-in hybrid vehicles, and fuel cell
vehicles. Current HEV technologies exceed the weight and volume targets by a fac-
tor of two, and exceed the cost target by a factor of four. Success with SiC tech-
nology alone, however, will not guarantee successful development of cost effective
air-cooled devices. An air-cooled inverter offers the potential to reduce the size and
weight of an inverter by 75 percent when compared to the current HEV technology.
It also offers the potential for the inverter to meet the FreedomCAR cost target,
with greatly improved reliability.

Question. What are your internal estimates of the potential, in terms of accel-
erating the schedule, if this technology were successfully demonstrated as an R&D
breakthrough in the air-cooled vehicle-class power electronics? Would 3 to 5 years
be a reasonable estimate? Does the current budget for “electronic power control”
R&D provide sufficient funding to evaluate the potential breakthrough technologies,
such as Wide Bandgap Silicone Carbide, that may provide the greatest potential for
restoring U.S. leadership in the development of next generation HEVs?

Answer. The current budget for power electronics research and development pro-
vides sufficient funding to evaluate, research, and develop the technologies nec-
essary for the next generation of hybrid electric vehicles (HEVs), including those re-
quired for high-temperature operation such as silicon carbide (SiC). The potential
to accelerate the schedule and produce technology solutions in a 3- to 5-year period
exists due to the combined government and industry efforts to advance SiC and
other high-temperature components and devices required for next generation HEVs.
There is increasing interest among firms that produce and use SiC devices in power
electronics, and it is highly likely that the development schedule could be acceler-
ated by appropriate teaming of suppliers, national laboratories, universities, and
U.S. automakers. The DOE FreedomCAR and Fuel Partnership solicitation planned
for late fiscal year 2006 is intended to stimulate the formation of such teams.

Question. Given the growing consumer acceptance for HEVs and the global com-
petition in the HEV marketplace, has the FreedomCAR program assessed what it
will mean to the United States, if we fail to regain our leadership in the critical
R&D needed for the next generation of HEVs? Is there a concern that it will leave
North American automotive manufacturing uncompetitive in price and technology?

Answer. Achievement of the 2010 FreedomCAR goals and the program’s subse-
quent R&D will help assure that our domestic industry partners can successfully
compete in both the United States and the world markets. One central objective of
our 2010 goals is reducing the cost of HEV components so that the vehicle manufac-
turing cost allows them to be offered at prices competitive with standard vehicles.

Question. Please provide estimates of the additional Federal R&D investment that
would be required to insert the highest priority potential breakthrough technologies
for Advanced Power.

Answer. The Department’s fiscal year 2007 budget request provides adequate
funding to support research and development of hybrid electric and fuel cell propul-
sion technologies under the FreedomCAR and Fuel Partnership Program. It has
been appropriately apportioned to address the technology challenges associated with
the development of next generation hybrid electric vehicles (HEVs) with wide con-
sumer acceptance.

QUESTION SUBMITTED BY SENATOR CHRISTOPHER S. BOND

Question. Mr. Garman, in response to my question to you regarding the adminis-
tration’s cuts to the Clean Coal Power Initiative (CCPI), you indicated that the De-
partment of Energy had $500 million in un-obligated funds available. Where, spe-
cifically, in the Department of Energy are these un-obligated funds? What account?
And, once identified, will the administration ask that these funds be re-programmed
to the ?CCPI and other commitments in the President’s Advanced Coal Research Ini-
tiative?



187

Answer. The un-obligated funds are in the CCPI and the original Clean Coal
Technology Demonstration accounts and represent funds that have been formally
committed to projects competitively selected under CCPI (and the predecessor pro-
grams, namely the Clean Coal Technology Demonstration and the Power Plant Im-
provement Initiative programs) that are either in negotiations for awards or projects
that have been awarded but have not yet been completed. The structure of CCPI
projects is such that some amount of un-obligated funds remains on projects until
they enter their final budget phase. The Department is working to withdraw funds
from projects in the CCPI and Clean Coal Technology accounts that are not going
forward. The Department is also working to change CCPI contract provisions and
other processes to strengthen its ability in the future to withdraw funds from stalled
projects. If a project does not go forward and the Department withdraws funds, then
the available funds will be put towards a future CCPI solicitation.

QUESTIONS SUBMITTED BY SENATOR WAYNE ALLARD

Question. Last year Congress passed legislation, at my request that authorized
the Secretary of Energy to purchase essential mineral rights at Rocky Flats. This
authority was provided for 1 year. I understand that minimal progress has been
made so far.

What is the Department of Energy’s plan for purchasing the essential mineral
right at Rocky Flats? When do you expect this transaction to be completed?

Answer. The Department of Energy (DOE), in partnership with the U.S. Fish and
Wildlife Service (USFWS) and Natural Resources Trustees (Trustees), has estab-
lished and is currently executing a plan for purchasing the essential mineral rights
at Rocky Flats.

The acquisition strategy for the mineral rights will be conducted in two phases.
First, the Trust for Public Lands (TPL), a nonprofit group specializing in real estate
acquisitions for Federal Government entities, will purchase the mineral rights from
willing owners at fair market value, and will perform any appraisal updates re-
quired. In the second phase, these rights will be purchased by the DOE, with the
funds provided in the Energy and Water Development Appropriations Act for Fiscal
Year 2006.

At this time, TPL, DOE, and USFWS are finalizing a letter of agreement, stipu-
lating the process for contacting willing sellers and ascertaining fair market values.

DOE and the USFWS fully expect to accomplish the acquisition of mineral rights
well within the timeline mandated by Congress, and in harmony with the local
stakeholder community.

Question. With regard to Environmental Management funding, why didn’t the De-
partment of Energy take the money it saved at Rocky Flats and use it to accelerate
clean-up at other sites?

Answer. Prior to fiscal year 2001, the Department of Energy’s (DOE) Environ-
mental Management funding strategy was that as sites such as Rocky Flats com-
pleted cleanup, and their funding requirements decreased, those savings would be
made available to other sites. However, beginning in fiscal year 2003, as part of the
administration’s Accelerated Cleanup Initiative, increased funding was provided to
accelerate cleanup at most sites, rather than waiting until cleanup at sites such as
Rocky Flats was completed. This allowed the DOE to address its urgent risks sooner
and to accelerate cleanup.

Question. To what extent is DOE using contract mechanisms similar to those used
at Rocky Flats to incentivize the contractor to achieve greater performance? What
can we do to further encourage the accelerated clean-up of other sites?

Answer. The contract mechanisms used at Rocky Flats were part of a successful
three-pronged management strategy. The first element used contract devices de-
signed to provide incentives to the contractor to complete site closure within tar-
geted costs and schedules. Second, it included application of innovative technologies
and development of regulatory agreements that focused on end states. Third, it in-
volved extensive stakeholder participation. The Department of Energy (DOE) cur-
rently is using the same elements employed at Rocky Flats for the Mound, Fernald,
Columbus, and Oak Ridge projects.

The DOE is using its lessons learned from the Rocky Flats project to accelerate
cleanup efforts at its other sites. It is transferring Rocky Flats personnel to support
closure at other sites and is providing lessons-learned seminars to managers at
other sites. The DOE also developed and is widely disseminating lessons-learned
documents and a digital video disk explaining its cleanup and closure successes. The
DOE continues to examine its cleanup work at each of the Environmental Manage-
ment sites to identify areas where an accelerated approach is feasible.
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The former Rocky Flats weapons contractors (Dow and Rockwell) and the property
owners near Rocky Flats have been engaged in a protracted legal battle over wheth-
er these property owners should be compensated for the damage caused by the envi-
ronmental contamination at Rocky Flats. Last February, a jury awarded the prop-
erty owners an incredible sum of over $550 million in damages. I understand the
contractors are now appealing this decision. It seems to me that only people who
are benefiting from this battle are the lawyers who so far have taken $100 million
in legal fees. And, because Dow and Rockwell are indemnified by the Federal Gov-
ernment, the real losers are the American taxpayers.

Question. To what extent is DOE trying to settle this case? Is there any evidence
that suggests that these properties suffered extensive contamination?

Answer. An appeal has not yet been filed in this case because a judgment has
not yet been entered. One reason for that is that the jury’s verdict needs to be ad-
justed by the court to eliminate duplicative damages and punitive damages that are
in excess of what Colorado law allows. When a judgment is entered, it should be
for substantially less than the $550 million figure that has been reported. It is also
not the case that the legal fees that have so far been incurred in this litigation
amount to $100 million. That said, this litigation has clearly already been very cost-
ly for the American taxpayers, and if an adverse judgment were to be upheld on
appeal the taxpayers will be, as your question says, the “real losers.” Prior to the
trial in this case we were advised that the plaintiffs would be willing to consider
settling their claims for approximately $100 million. We believed then that a settle-
ment anywhere near that amount could not be justified and, notwithstanding the
jury’s verdict, that remains our view. In part, this is because there is no evidence
that properties in the vicinity of Rocky Flats suffered extensive contamination. Just
last year the Agency for Toxic Substances and Disease Registry (ATSDR) issued a
report concluding that the “studies and sampling data generated by numerous par-
ties, including the U.S. Environmental Protection Agency (EPA), the Colorado De-
partment of Public Health and Environment (CDPHE), the U.S. Department of En-
ergy (DOE) and its contractors and local community groups, universities and private
researchers . . . paint a consistent picture of the public health implications of envi-
ronmental contamination” near Rocky Flats, and that picture is that “past, current
and future exposures are below levels associated with adverse health effects.” In
fact, ATSDR reported that “estimated total exposures to radiation from the
soil . . . are 3,000 times lower than the average exposures to ionizing radiation ex-
perienced by United States residents.”

QUESTIONS SUBMITTED BY SENATOR MITCH MCCONNELL

Question. In fiscal year 2005, this committee generously approved my request to
increase funding for cleanup at the Paducah Gaseous Diffusion Plant to accelerate
the disposal of legacy waste and decommissioning activities at the site. Can you up-
date the committee on how those funds have been used and what progress has been
made in accelerating these projects?

Answer. The following progress has been realized to date at the Paducah Gaseous
Diffusion Plant:

Legacy Waste Disposal Acceleration

The Department of Energy (DOE) disposed of more than 1,900 drums (over
1,000,000 pounds) of stored uranium by-products in fiscal year 2006, accelerating
this action by more than 2 years.

DOE accelerated by 3 years the disposal of more than 24,000 cubic feet of low-
level radioactive waste which is stored outside.

Decontamination and Decommissioning (D&D) Acceleration

The C-410-A Hydrogen Holder Tank has been completely removed, 8 years ahead
of the original schedule.

The characterization and disposal of waste located in three DOE Material Storage
Areas (DMSA) is ahead of the original schedule and is expected to be completed in
fiscal year 2006. More than 80 percent of the targeted waste has been processed and
the outside DMSA has been completely emptied.

The C-603 Nitrogen Facility removal is complete with the exception of a small
amount of residual waste. This project was accelerated by approximately 5 years.

The C—402 Lime House removal is on schedule for completion in fiscal year 2006,
2 years early. A streamlined regulatory approval process was implemented in co-
operation with the State and Federal regulators.

A project to remove the C—405 Incinerator is undergoing final regulatory approval
with actual decontamination and decommissioning (D&D) scheduled to begin in late
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fiscal year 2006 and be completed in fiscal year 2007. This schedule is an accelera-
tion of approximately 3 years.

DOE is also working to get final approval from the regulators to remove the C—
746—-A West-End Smelter. The D&D should begin in early fiscal year 2007 and will
be complete in fiscal year 2007, 2 years ahead of schedule.

I remain concerned by the continuing delays in the construction of the Depleted
Uranium Hexafluoride (DUF¢) conversion facility at the Paducah Gaseous Diffusion
Plant. Congress has twice enacted legislation I authored to make sure this project
moves forward in a safe and expeditious manner. This committee has met or exceed-
ed funding requests for this project in each fiscal year. Yet in its fiscal year 2007
budget justification, DOE again pushes the construction completion date back to No-
vember of 2007 and to start operations in the spring of 2008.

Question. What are the reasons for the delays? What assurances can the Depart-
ment offer this committee that it will be able to meet this deadline? Given that one
of the deadlines DOE has met on this project was the statutory deadline to begin
construction by July 31, 2004, does Congress need to legislate a mandatory date for
start of operations?

Answer. On September 30, 2005, the Deputy Secretary approved the Project Per-
formance Baseline and Start of Construction for the depleted uranium hexafluoride
(DUF) project with commencement of operations projected for April 2008. Previous
schedules were based on conceptual and preliminary designs that had not been vali-
dated by the Department of Energy (DOE), unlike the current approved schedule
which is based upon the final conversion facility design. The need to adjust the
original schedule reflects the considerable uncertainty associated with large con-
struction projects during early design stages. DOE has high confidence in the new
schedule now that the design is complete. The schedule includes 4 months of sched-
ule extension necessary to incorporate design and fabrication activities to achieve
greater assurance of safety for chemical operations during natural phenomena
events, such as earthquakes or high wind events. The schedule also includes 5
months of contingency to account for unexpected events, to give DOE the confidence
in our commitment to this approved baseline. Schedule contingency was not in-
cluded in previous schedules.

Since approval of the Project Baseline in September 2005, we have seen contin-
uous progress at the site, including construction of the conversion buildings and
steady progress on the warehouse/maintenance and administration buildings. The
major construction is more than 35 percent complete. Equipment procurement con-
tracts for about 75 percent of the major equipment have been awarded, totaling
more than $70 million. In addition, approximately $60 million in subcontracts for
construction and fabrication have been awarded to date. We are committed to our
schedule, and to commence operations in a manner that is safe and protective of
the community.

Question. Like many members of the Paducah community, I am concerned about
the economic impact of the plant possibly ceasing enrichment operations in 2010.
In its fiscal year 2007 budget justification. DOE notes that portions of the Paducah
site “will be used to promote the development of private-sector enterprises in ways
that are consistent with and complementary to current site missions”. Given that
the Paducah has a skilled workforce and an acceptance of nuclear operations not
found in other parts of the country, has the Department identified what those sorts
of “private-sector enterprises” might be?

Answer. The Department of Energy (DOE) is not conducting re-industrialization
activities at the Paducah site. The availability of this large cleaned-up industrial
site is expected to be promoted as an attractive resource by the community in its
long-term industrial development after DOE has completed cleanup. DOE antici-
pates that its final cleanup activities will support future community private sector
development initiatives.

SUBCOMMITTEE RECESS

Mr. GARMAN. Thank you, Mr. Chairman.

Senator DOMENICI. We stand in recess.

[Whereupon, at 12:03 p.m., Thursday, March 30, the subcom-
mittee was recessed, to reconvene subject to the call of the Chair.]
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CORPS OF ENGINEERS—CIVIL

STATEMENT OF JOHN PAUL WOODLEY, JR., ASSISTANT SECRETARY
OF THE ARMY (CIVIL WORKS)

OPENING STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. The hearing will please come to order. Be-
cause of schedule problems, we are going to let some Senators
speak out of order. Senator Bond would like to make an opening
statement at this point. I yield to you, Senator.

STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Mr. Chairman, I thank you very much for your
kind courtesies.

Mr. Woodley, we have had long discussions about the need for
locks on the Mississippi and Illinois Rivers, and one of these days
I hope we will have an authorization coming out of our Environ-
ment and Public Works Committee which will allow this committee
to do the vitally important work it should do in funding our vitally
needed Nation’s infrastructure.

I have here in my hand an article from the Wall Street Journal
which I would share with you and those with whom you discuss.
It’s called “As Utilities Seek More Coal, Railroads Struggle to De-
liver.” It reports that their shipping fees are going up a reported
20 to 50 percent. The Department of Transportation predicts that
commercial shipping volume over the next 20 years will increase by
70 percent. Most people, at least outside Washington, recognize the
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bulk commercial freight cannot be emailed, so transportation ca-
pacity is an issue that will demand leadership, and the sooner the
better.

Last month Secretary Johans of the Department of Agriculture,
Deputy Connor, and Chief Economist Dr. Keith Collins testified be-
fore the Appropriations Committee. Mr. Woodley, if you and your
team are not routinely in touch with Collins I would be very dis-
appointed. Dr. Collins has been Chief Economist or in that office
serving at least four or five presidents.

He testified again that any 50-year study is highly speculative,
noting that even the 10-year forecasts USDA does are speculative
and that 10 years is heroic enough. However, he is clear that they
do not see stalled or dwindling or flat export activity through the
gulf. In fact, he said they see a substantial increase, in testimony
previously he said 40 to 45 percent in corn alone, and he sees a
good long-term market for grains and oilseeds in the world and he
noted that having efficient infrastructure will help make that pos-
sible.

As we all know, the demand for goods, agricultural goods, one
item transported on the rivers, depends upon transportation. In
good years ag exports exceed imports by $30 billion, bringing great
economic boost to the breadbasket of America as well as helping
our balance of payments.

Secretary Johans agreed firmly that the existing lock system,
built 70 years ago, has proved an important and wise investment
and that should be obvious even to the fiercest opponents of com-
mercial shipping.

Mr. Woodley, with help of able staff I want to introduce you to
Major Charles L. Hall, Rock Island Engineer from 1927 to 1930. He
advised President Hoover and Congress in 1929 that the proposed
system, the one which currently exists on the Mississippi River,
was not economically feasible and argued that “limited barge traffic
did not indicate that a viable barge industry would develop.” Fortu-
nately, President Hoover and the Congress ignored the advice and
President Hoover said modernization would “put the rivers back as
great arteries as commerce after a half century of paralysis.”

Now, with 80 million tons moved annually and two-thirds of our
exported grain moving through that system, it is clear that the
Congress and President Hoover were wise to ignore the expert ad-
vice of Major Hall. I suspect and fear that the Major may have a
grandchild working dutifully somewhere, maybe at the Office of
Management and Budget.

So I ask that you let history help inform your future decisions
and that you consider that we must not only try to predict the fu-
ture, but shape the future. In some cases, opinions of experts de-
serve to be very strongly considered just before they are very thor-
oughly rejected. I believe that some 80 members of the Senate be-
lieve that we should pass a Water Resources Development Act
which will enable my good friend the outstanding chairman to act
appropriately in this subcommittee.

I thank you, Mr. Chairman, for your comments.

Senator DoMENICI. Well, I thank you for your comments, and I
just want to ask you, since you are one of the proponents, and quite
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properly and appropriately, of the WRDA bill, what is your—in 2
minutes, what is holding it up?

Senator BOND. Initially there were objections from the Office of
Management and Budget. We had an opportunity to go above their
heads to policymakers who have a broader perspective and they
agreed that the Office of Management and Budget would not
threaten a veto. Currently there are, as I said, 80 signatures on a
letter to the Republican and Democratic leaders saying that we
need to move the bill. There are still holds in the Senate from peo-
ple who want us to go back to the horse and buggy days and rely
on overcrowded railroads and tremendously crowded highways to
ship not only grain for the export market, but the tremendous
amount of commercial commodities.

Senator DOMENICI. Those are Senators?

Senator BOND. Those are Senators.

Senator DOMENICI. We do not know who they are at this point
and you cannot get them released. We are stuck.

Senator BOND. We intend to do everything we can and ask the
leaders to call for a vote if the holds are not relieved and not pay
attention to the holds, and we hope that the Office of Management
and Budget will not follow Major Hall and have a last minute re-
conversion to their opposition.

Senator DOMENICI. All right.

Senator BOND. Thank you, sir.

Senator DOMENICI. Having said that, the Democrats are present.
When I opened they were not. I apologize for that. It was only 3
minutes, Senator, and then you came.

I am not going to have any opening statements. I think we are
going to run out of time. Any opening statements desired on your
side? I knew Senator Bond had to say something or else we would
have a

Senator DORGAN. Did he talk about the Missouri River manage-
ment? If so, I will have an opening statement.

Senator DOMENICI. No.

Senator DORGAN. If not, I will not.

Senator DOMENICI. No. But I knew if I did not——

Senator BOND. I will be sure and cc you.

Senator DOMENICI. I knew if I did not let him speak the way he
wanted to we would have problems.

How about over here?

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. Mr. Chairman, I have a very brief statement.

Senator DOMENICI. Let us do it.

Senator ALLARD. Mr. Chairman, first of all I want to thank you
for holding the hearing. The Corps of Engineers does a great deal
for the country, as well as for Colorado, but I must express my dis-
appointment with the fact that funding to complete the Fountain
Creek watershed study was not included in the President’s pro-
posed budget again this year. The study was originally contracted
at $2.9 million with a 50 percent Federal, 50 percent local funding
split. The locals have long ago put in over $1.4 million, but the
Federal Government has not lived up to its side of the bargain.
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In what should be the final year of the study, it mystifies me
why the Corps did not place enough value on the study to include
it in the budget request. But I will have questions on that later on,
Mr. Chairman. Thank you for your tolerance.

Senator DOMENICI. Thank you very much.

On the Democrats’ side, Senator Mary Landrieu.

PREPARED STATEMENT OF SENATOR MARY L. LANDRIEU

Senator LANDRIEU. Mr. Chairman, I have a statement for the
record, but I do want to say that I will come back after the vote.
I have a series of questions that really do need answers today
based on the situation that we are facing in the gulf coast and
some charts I want to share with you, Mr. Chairman, and the com-
mittee about the backlog of current projects.

[The statement follows:]

PREPARED STATEMENT OF SENATOR MARY L. LANDRIEU

Mr. Chairman, thank you for calling this hearing to review the President’s budget
for the Army Corps of Engineers.

Before I comment on any specific budget matters, I wish to express my apprecia-
tion for being a member of this subcommittee. Its jurisdiction over both energy and
water are matters of monumental concern to my State of Louisiana, the Gulf Coast,
and our Nation. Now is a critical time for action on these issues.

Because of these monumental issues and because of the relationships with you
and Senator Reid that we have built, I sincerely look forward to working with both
of you. I appreciate the time that each of you have taken over the years to join me
in Louisiana to see the Nation’s worst coastal erosion as well as successful projects
such as the SELA flood control project.

For many years, Congress has received the administration’s request for funding
for the Civil Works program of the Army Corps of Engineers and has increased this
request. In recent years, Congress has appropriated approximately 10 percent to 15
percent more funding. Once again, the administration has requested less funding for
fiscal year 2007 for the Corps than was provided by Congress for the current fiscal
year.

Simply stated, the administration’s fiscal year 2007 budget request for the Corps
puts the Nation at risk, and we cannot be complacent. Hurricanes Katrina and Rita
shred that curtain of complacency and gave the Nation a look at the inadequate in-
frastructure as it relates to water management and flood protection. We must act.

Underfunding infrastructure puts our Nation at risk. Hurricanes Katrina and
Rita exposed this risk. These storms were not the real culprits. Instead, the real
culprit was the failure to fund a levee system that would have protected us against
hurricanes such as these.

This failure caused the deaths of more than 1,000 people in Louisiana alone. More
than 215,000 homes were destroyed with thousands more damaged. Countless busi-
nesses, churches, and schools were wiped out. The cost of recovering from this levee
failure will be hundreds of billions of dollars. The cost will be far more than it would
{1ave cost to build the infrastructure that would have prevented this catastrophic
0SS.

The impact of the administration’s inadequate Corps funding requests are also felt
throughout the Nation on vital projects causing a delay in their completion and re-
sulting benefits. Many of these projects are physically located in Louisiana but
greatly impact the entire Nation.

For example, numerous hurricane protection and flood control projects in Lou-
isiana are intended to protect millions of Americans living in coastal Louisiana.
These projects are also intended to protect energy infrastructure that supplies oil
and gas throughout the Nation.

The existing backlog of authorized projects combined with the WRDA authoriza-
tions currently under consideration amount to more than $50 billion. Yet, the ad-
ministration asks for only $1.5 billion for construction in fiscal year 2007. At this
pace, it will take at least 35 years to construct the backlog of projects assuming no
inflation and no new projects are added during that time.

Hurricanes Katrina and Rita showed that we have not provided enough funding
for levees and pumps. The current cost of recovering from the destruction caused
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by these storms shows that it is more expensive to pay for re-building than for pre-
vention.

Another component of protecting Louisiana and the Nation is the coastal restora-
tion effort to save America’s Wetland.

The Louisiana Coastal Area comprises one of the Nation’s largest expanses of
coastal wetlands. As an environmental treasure, it supports a diverse collection of
migratory birds, fish, and other species. As a productive natural asset, the Lou-
isiana Coastal Area supports an extensive energy infrastructure network respon-
sible for an estimated 20 percent of our Nation’s energy and provides over 20 per-
cent of the seafood consumed in the United States. Additionally, offshore oil and gas
production off of Louisiana’s coast is one of the U.S. Treasury’s largest revenue
sources. This production contributes approximately $6 billion a year to the Federal
Government, and this amount is rising.

Despite these significant national contributions made by the Louisiana Coastal
Area and its resulting standing as America’s Wetland, it accounts for 90 percent of
the Nation’s total coastal marsh loss. This destruction puts all of its national bene-
fits at risks. Accordingly, the Corps along with the State of Louisiana has been en-
gaged in the development of a comprehensive coastal restoration plan. Hopefully,
implementation of this plan will begin soon, and this Congress will provide the
Corps with the funding necessary to do the job. I will continue to work with all of
you toward achieving this vital goal.

Another example of a project physically located in Louisiana having national im-
plications is the Inner Harbor Navigation Canal (IHNC) lock project. This project
at the Port of New Orleans was wrongly zeroed out in the President’s budget. Con-
gress first authorized the replacement of this lock in 1956! It is a project of national
significance that impacts trade in over 25 States on a daily basis. In fact, over 16
million tons of cargo move through this lock each year. Additionally, its completion
directly relates to closing the Mississippi River Gulf Outlet which has destroyed
more than 27,000 acres of wetland and thereby eliminated a hurricane buffer to
metro New Orleans.

In closing, Hurricanes Katrina and Rita show us that we must invest more in our
infrastructure. We either heed their warning or peril.

Finally, Mr. Chairman, I thank you for your continued leadership on the Nation’s
water issues. I look forward to the testimony of our witnesses and the opportunity
to question them when appropriate.

Senator DOMENICI. Senator Craig.
PREPARED STATEMENT OF SENATOR LARRY CRAIG

Senator CRAIG. Mr. Chairman, I will ask unanimous consent that
my full statement be a part of the record, but I want to recognize
when a job well done is well done and completed, and I want to
thank the Corps for their completing of the channel improvement
project on the Snake River between Idaho and Washington. Critical
importance to the aid of transportation in that region. I want to
thank you for the work done.

Thank you, Mr. Chairman.

Senator DOMENICI. Your statement is made a part of the record.

[The statement follows:]

PREPARED STATEMENT BY SENATOR LARRY CRAIG

First, I want to take a moment and thank all of those in the U.S. Army Corps
of Engineers who have served their country in Iraq. I also want to commend those
who served their fellow Americans in the wake of devastating hurricanes. It has
been adtrying year for many, and I appreciate the support you have provided those
in need.

I also want to thank the Army Corps of Engineers for all the work they have done
in many of our rural communities to get drinking and wastewater infrastructure up-
dated. In my State, rural water infrastructure is an increasing need, with many
rural communities struggling with funding and expertise to fulfill their responsi-
bility of providing safe and reliable drinking water. As infrastructure continues to
age and water quality standards rise, an agency like the Corps becomes more and
more vital, and I hope to continue working with the Corps to see our water infra-
structure meets the appropriate standards.
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Additionally, I want to thank the Corps for completing the channel improvement
project on the Snake River between Idaho and Washington. This project has aided
farmers by providing a safe, efficient means of shipping to meet demands, not only
for our country, but also other countries as well. As gas prices continue to rise and
roads become increasingly crowded, barges will serve as a critical and efficient
means of transporting commodities, and I will continue working with the Corps on
similar projects.

I have a couple of concerns, one of which is the change in the Corps’ budgeting
practices. In the past, the Corps enjoyed considerable flexibility and were able to
reprogram funds fairly easily, but with the changes, that will no longer be the case.
At the appropriate time, I'll have a question about that issue.

I look forward to hearing your testimony.

Senator DOMENICI. Senator.
STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. Yes, Mr. Chairman. I just wanted to welcome
Secretary Woodley and General Strock. Thank you for your testi-
fying today. I think what happened in the last few months in Sen-
ator Landrieu’s State and elsewhere really showed all of us how
important the work is you do and how important it is that we
maintain that.

I want to compliment you for the three district offices that oper-
ate in my State. We have a really varied landscape when it comes
to Corps projects. We have got hydroelectric, flood control, naviga-
tion, irrigation, and the Army Corps work is really essential to our
economy and to our ability to maintain the critical infrastructure
in our community. We have the Portland District that is maintain-
ing the Columbia River dredging and the jetties, repairs to the jet-
ties, critical for safety. The Seattle District is working on some
really complex flooding issues and the Walla-Walla District is pro-
viding some really important engineering expertise for us for the
waste treatment plant out of Hanford.

So I want to compliment you on that work, but I just want to
say I have another hearing, but I want to say publicly I am deeply
concerned about the investment to our infrastructure, to the Corps.
We have got to do better than what we have been presented, be-
cause we have to continue, as I think the Senator from Louisiana
well knows, to maintain the critical infrastructure we have and to
make the important investments in our Nation’s future. So I will
join with all of you in working towards that direction.

Thank you, Mr. Chairman.

Senator DOMENICI. Very well. Thank you.

Well, I have a long analytical statement that, it would not help
here. The atmosphere has been so nice that it would make things
look very, very bad. Just suffice it to say that I think the way you
handled the budgeting is a mess, and I do not think that you can
expect us to do it the way you recommended.

You are short of money and we know that. The President did not
fund—did not put in as much as we need. But the way you went
around, went about trying to make the money work in my opinion
has made matters worse. So do not look for us, for it coming out
the way you recommended. It is going to come out, but with no
damage, we hope.

My statement and Senator Cochran’s statement will be made
part of the record.

[The statements follow:]
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PREPARED STATEMENT OF SENATOR PETE V. DOMENICI

Good afternoon—the hearing will come to order.

Today, the subcommittee will take testimony on the fiscal year 2007 budget re-
quest for the U.S. Army Corps of Engineers.

Our panel will consist of witnesses from the U.S. Army Corps of Engineers.

Testifying for them will be: John Paul Woodley, Principle Deputy, Assistant Sec-
retary of the Army for Civil Works, and Lieutenant General Carl A. Strock, Chief
of Engineers for the U.S. Army Corps of Engineers.

Mr. Woodley, General Strock, thank you for appearing before us today.

The President’s budget for the Corps of Engineers proposes $4.73 billion, which
is $596 million below the fiscal year 2006 enacted of $5.33 billion after rescission.

PERFORMANCE-BASED BUDGETING

The Corps’ budget was again prepared using performance-based budgeting. I have
several concerns with developing the budget in this manner. This method seems to
gorllcentrate budget development at OMB rather than at the District level where it

elongs.

Again for fiscal year 2007, the Remaining Benefits to Remaining Costs Ratio is
the primary criteria for prioritizing funding decisions. There does seem to be more
of an effort to ensure obvious national priorities were not overlooked, but no attempt
to capture traditional items of importance to Congress.

For example, no attention has been given to workforce distribution in project se-
lection. Congress has repeatedly demonstrated a desire for a geographically diverse
Corps of Engineers organization. In order to maintain that distribution, a suite of
projects needs to be selected to maintain the workforce at a stable level. The budget
request does not consider this factor.

PROJECT SUSPENSIONS

The administration has budgeted $41.4 million to suspend/terminate 10 construc-
tion projects that have been budgeted in the past in order to redirect resources to
complete high-priority projects. However the 532 projects and studies that were in-
cluded in the fiscal year 2006 Energy and Water Act are not addressed by the fiscal
year 2007 Budget Request. It is as if termination of these items are either free or
Congress’s problem. I believe when the President signs an appropriation bill, all of
those studies and projects become the joint property of the administration and Con-
gress. Treating Congressional priorities differently will lead to consequences.

MAJOR ISSUES BY APPROPRIATION ACCOUNT

The General Investigations account is a disaster. Of the $94 million requested,
only $16.7 million is provided for ongoing study efforts nationwide. This compares
to $102 million in the current fiscal year.

The budget request shifts projects totaling $342 million from the Construction,
General account to the Operations and Maintenance, General account. Beach re-
nourishment due to navigation impacts, Endangered Species Act (ESA) compliance,
beneficial use of dredged material and major rehabilitations are the categories of the
items shifted.

A large portion of the shifted funds is Endangered Species Act compliance items.
An example is Columbia River Fish Mitigation. In fiscal year 2006 this was an $85
million CG line item. In fiscal year 2007, it is distributed across eight O&M projects
for the Columbia River. There is no easy way to determine how much funding is
for these mitigation activities and how much is for O&M. It is all considered O&M.

The other category of funding shifted to O&M is for major rehabilitations of locks
and dams. Gentlemen, I have been around long enough to remember when these
projects were funded in the O&M account. We moved them to the Construction,
General Account and allowed half the costs to come from the Inland Waterway
Trust Fund because they were not being sufficiently budgeted in O&M. Now, be-
cause of the backlog in the CG account, you are proposing to move them back to
O&M. Why not try budgeting sufficient funding for them rather than playing three-
card monte?

There were a couple of increases proposed in your budget for fiscal year 2007.

The budget proposes $173 million for the Regulatory Program versus $158 million
enacted after rescission, a 9.5 percent increase. This account has increased from
$117 million since fiscal year 2000, by far the largest percentage growth in any
Corps account over the same period, yet complaints about permits seem to be on
the rise. I have been made aware several issues in New Mexico over the last 3
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months. General Strock, you and I will need to have further discussions about this
at another time.

The General Expenses account traditionally funds the Corps Headquarters and
Division offices is proposed at $164 million, a 7.9 percent increase. However, this
includes $6 million for the Office of the Assistant Secretary of the Army. When you
compare the fiscal year 2006 enacted General Expenses of $152 million to the fiscal
year 2007 proposal of $158 million, it is only a 3.9 percent increase.

Secretary Woodley, I understand that this $2 million increase in your budget over
the fiscal year 2006 enacted of $4 million is to cover joint costs previously covered
by the Department of the Army.

As you are aware, this office was funded in a separate account in the fiscal year
2005 and 2006 Energy and Water Acts. Prior to fiscal year 2005, your office was
funded in the Defense Army OMA account. I think we should look at moving fund-
ing for your office back to the Defense Army OMA account due to your other duties
as Assistant Secretary in addition to the Corps Civil Works Program.

You should know that I will oppose the regionalization of the O&M budget for fis-
cal year 2007. This method of displaying O&M effectively disguises the under-
funding of O&M projects and allows the Corps the ability to freely move funds
around. It appears that you invented a whole new way to aggregate and appropriate
O&(ll\/l just so you could get around the Congress’s fiscal year 2006 reprogramming
guidance.

The fact that you went to this much trouble in this budget proposal demonstrates
our need to seriously reexamine reprogramming guidance as we prepare the fiscal
year 2007 bill.

Finally, we will need to revisit contracting and reprogramming issues for fiscal
year 2007. It is clear to me, that the language agreed to in fiscal year 2006 is not
improving the management of the Civil Works program. If anything, it appears to
be hindering getting work accomplished.

Secretary Woodley, General Strock, your full statements will be made a part of
the record. I would ask that you summarize your statements.

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, I thank you for holding this hearing and thank the witnesses for
their willingness to appear today before the Energy and Water Subcommittee.

While I understand that this hearing is being held to consider the President’s
budget request for fiscal year 2007, I must mention at the outset the good work of
the Corps of Engineers in my home State of Mississippi in the wake of Hurricane
Katrina. I know there have been some concerns over the speed with which the Corps
has had debris removed and the number of out-of-State companies that are leading
the debris removal effort.

The Vicksburg District has been thoughtful in their proposal to use Mississippi
contractors for smaller, more manageable contracts. The Government Accountability
Office recently agreed that set-aside contracts are allowed in Mississippi, and this
action will result in local people leading local debris removal contracts. I think this
is good for recovery and good for Mississippi victims as well as businesses in our
State. Thank you for this assistance.

I understand that the Corps of Engineers continues to use a performance based
budgeting formula, which has led to the proposal to terminate 10 projects this year.
Last year you proposed to terminate 35 projects. This means that important projects
that were previously budgeted for by the Corps are, under this budget submission,
not going to move forward.

Another area of concern is the language that was included in the fiscal year 2006
Energy and Water Appropriations bill regarding the Corps of Engineers’ use of the
continuing contract clause and their reprogramming guidelines. My constituents in
Mississippi are already feeling the negative impacts of this language, and it is my
understanding that the Corps will likely carry over large amounts of the historic
funding levels provided in the current year’s appropriations bill.

I appreciate the efforts of the Corps of Engineers but worry about inadequate
funding of important missions under your jurisdiction. The Corps is charged with
improving safety and security for our Nation’s citizens, and I hope that this com-
mittee will provide the resources necessary complete these missions.

STATEMENT OF JOHN PAUL WOODLEY, JR.

Senator DOMENICI. Having said that, we are ready for you to
speak. I gather that you want to do it in the normal order; 1s that
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correct, where you want the Honorable Paul Woodley to speak first
and then the General? Is that what we want to do?

General STROCK. Yes.

Senator DOMENICI. All right. Mr. Secretary, make your statement
brief. It will be made part of the record.

General, we look forward to hearing from you next. Make your
statement long. It will be made a part of the record also.

Mr. Woodley, please proceed.

Mr. WoODLEY. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to testify today and ask that the full statement be put in the
record.

Our 2007 budget includes about $4.7 billion:

Senator DOMENICI. Pull the mike up a little. Thank you very
much.

Mr. WOODLEY [continuing]. A 5 percent increase from last year.
We provided a 5-year budget plan along with the other budget jus-
tification materials, including three potential 5-year funding sce-
narios for planning purposes and analytical purposes.

The budget includes an increase of about $280 million for con-
struction projects compared to the fiscal year 2006 budget. The
funding is allocated according to guidelines that emphasize eco-
nomic returns, reduction of risk to human life, and ecosystem res-
toration benefits.

Mr. Chairman, the budget provides $173 million to the Corps’
regulatory program to protect wetlands and other waters of the
United States. This represents a $15 million increase compared to
fiscal year 2006 appropriations and a 20 percent increase in budg-
eted funding for the regulatory program over the last 3 years. The
funding will be used to reduce permit processing times, improve
aquatic resource protection through monitoring and compliance ac-
tivities, and advance watershed approaches to permitting.

The budget also reassigns about $340 million of work at existing
projects from the construction account to the operation and mainte-
nance account. This reassignment improves accountability and
oversight, reflects the full cost of operation and maintenance, and
supports an integrated funding strategy for existing projects.

The operation and maintenance budget has been revamped and
is presented by major river basin and mission areas. This lays the
groundwork for improved management of appropriated funds and
more strategic formulation of future budgets.

The budget includes increased funding for preparedness, re-
sponse and recovery activities related to flood and coastal storm
emergencies. The budget does not include funding for recovery from
last year’s hurricanes since supplemental appropriations are being
sought to provide that funding.

PREPARED STATEMENT

In summary, Mr. Chairman, the budget and the 5-year plan in-
corporate performance budgeting principles, allocate funding to ac-
tivities with the highest returns, and advance important national
objectives.

Thank you very much.

[The statement follows:]
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PREPARED STATEMENT OF JOHN PAUL WOODLEY, JR.

Mr. Chairman and distinguished members of the subcommittee, thank you for the
opportunity to testify before the subcommittee, and to present the President’s budg-
et for the Civil Works program of the Army Corps of Engineers for fiscal year 2007.

OVERVIEW OF FISCAL YEAR 2007 ARMY CIVIL WORKS BUDGET

The fiscal year 2007 budget for Army Civil Works provides funding for develop-
ment and restoration of the Nation’s water and related resources within the three
main Civil Works program areas, namely, commercial navigation, flood and coastal
storm damage reduction, and aquatic ecosystem restoration. The budget also sup-
ports hydropower, recreation, environmental stewardship, and water supply services
at existing water resources projects owned or operated by the Corps of Engineers.
Finally, the budget provides for protection of the Nation’s regulated waters and wet-
lands; cleanup of sites contaminated as a result of the Nation’s early efforts to de-
velop atomic weapons; and preparedness, response, and recovery activities related
to flood and coastal storm emergencies.

The budget does not fund work that should be the responsibility of non-Federal
interests or other Federal agencies, such as wastewater treatment, irrigation water
supply, and municipal and industrial water supply treatment and distribution.

The fiscal year 2007 budget includes new discretionary funding of $4.733 billion,
the highest civil works budget transmitted to Congress by any President. The esti-
mate for fiscal year 2007 outlays is $5.846 billion. Enclosure 1 displays the current
estimate for the distribution of new discretionary funding among eight appropriation
accounts, eight program areas, plus executive direction and management, and five
sources including the general fund of the Treasury and trust funds. Enclosure 2 is
a crosscut between appropriation accounts and program areas.

A 5-year budget development plan (FYDP) is being provided, as called for in the
fiscal year 2006 Energy and Water Development Appropriations Act Conference Re-
port. The FYDP includes three scenarios or projections—one based on the Presi-
dent’s proposed fiscal year 2007 budget, one above that level, and one below that
level. The projections are formula driven. They do not represent budget decisions
or budget policy beyond fiscal year 2007 but they can provide perspective on the
Army Civil Works program and budget.

EMERGENCY SUPPLEMENTAL APPROPRIATIONS

To date, the Corps has received $3.3 billion in emergency supplemental appropria-
tions to address the impacts of the 2005 hurricane season. In addition, on February
16 of this year the President transmitted to Congress his request for $1.46 billion
in additional emergency supplemental appropriations to strengthen and improve
hurricane and storm protection in the greater New Orleans metropolitan area.

PERFORMANCE-BASED BUDGETING

The fiscal year 2007 budget builds upon lessons learned from the 2005 hurricane
season, one of which is the importance of setting spending priorities to meet water
resources needs that are the most compelling from a national perspective.

One of my priorities for the Army Civil Works program is to develop the Civil
Works budget and manage the program based on objective performance measures.
The fiscal year 2007 budget reflects significant progress toward this goal, by focus-
ing funding those activities that are expected to provide the highest net returns to
the Nation.

The fiscal year 2007 budget also supports performance-based budgeting by fund-
ing ongoing efforts to develop better risk-based facility condition indices and asset
management systems. These analytical tools will improve our ability in the future
to develop long-term asset management strategies and establish priorities for the
operation, maintenance and management of Civil Works assets. Our goal is to begin
using these improved analytical tools within 2 years.

The focus on Civil Works program performance has a number of foundations.
First, the Civil Works Strategic Plan, which was updated in 2004, provides goals,
objectives, and performance measures that are specific to program areas as well as
some that are crosscutting. Second, each program area is assessed using the Pro-
gram Assessment Rating Tool (PART). Both the Civil Works Strategic Plan and the
(Ii’ARdT-based program evaluations are works in progress and will continue to be up-

ated.

The Environmental Stewardship sub-program and the Formerly Utilized Sites Re-
medial Action Program were assessed in the most recent assessment period (2005).
Based upon the findings of these program assessments, the Corps is taking follow-
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up actions to address identified problems. Summaries of all completed civil works
program assessments can be found on the administration’s new website,
www.ExpectMore.gov.

Budget decisions link to performance in a number of ways. First, alternative fund-
ing levels relate to alternative performance targets, or levels of outputs and out-
comes, as measured by the program area metrics. Second, related metrics and deci-
sion guidelines (see “Construction,” below) are used to rank work within each ac-
count or within each program area.

CIVIL WORKS PROGRAM IMPROVEMENTS

The fiscal year 2007 Civil Works budget proposes five program improvements, as
discussed below.

Funding Activities in the Operation and Maintenance Account

In addition to introducing the concept of watershed and system budgeting for op-
eration and maintenance, described in detail below, the budget proposes to fund four
types of operation and maintenance-related activities in the Operation and Mainte-
nance account, rather than in the Construction account as has been the case in the
recent past. It is appropriate to assign responsibility for these activities to the Oper-
ation and Maintenance program, both because of the nature of the work and be-
cause of its integral connection to operation and maintenance. This reassignment
improves accountability and oversight, reflects the full cost of operation and mainte-
nance, and supports an integrated funding strategy for existing projects. Total fiscal
year 2007 funding for the activities being reassigned to the Operation and Mainte-
nance program is about $340 million. The four types of activities are described in
greater detail below.

First, the Operation and Maintenance account would fund activities to comply
with Biological Opinions at existing projects pursuant to the Endangered Species
Act. These activities facilitate the Corps continuing to operate its existing multi-pur-
pose projects, principally in the Columbia and Missouri River Basins. The compli-
ance costs would be allocated among the project purposes of the operating projects.

Second, the account would fund rehabilitation of existing projects. Rehabilitation
work would compete for funding on a level playing field with other operation and
maintenance activities. The O&M program would consider each potential invest-
ment and develop recommendations based on a long-term strategy for maintaining
the existing infrastructure. Fifty percent of the costs of rehabilitations for inland
waterway projects would be derived from the Inland Waterways Trust Fund, just
as was the case when they were funded in the Construction account.

Third, the account would fund the construction of facilities, projects or features
that use maintenance dredging material. These include beneficial uses of dredged
material for island and marsh creation, shore protection, and other environmental
purposes pursuant to the Section 204/207/933 Continuing Authority Program and
specific authorizations (such as for the Poplar Island, Maryland, project). These also
include dredged material disposal facilities for material from maintenance dredging
(including Indiana Harbor, Indiana, which had been line-item budgeted in the Con-
struction account). Funding for the dredged material disposal facilities would be de-
rived from the Harbor Maintenance Trust Fund, just as was the case when they
were funded in the Construction account.

Fourth and finally, funding in the account would be used to replace sand lost from
shores due to the operation of Federal navigation projects (navigation mitigation).
This activity would be carried out pursuant to specific authorizations for shore pro-
tection projects that involve navigation mitigation, and pursuant to the Section 111
Continuing Authority Program. The budget proposes that funding for navigation
mitigation be derived from the Harbor Maintenance Trust Fund. The estimated
amount for fiscal year 2007 that would be derived from the trust fund for this pur-
pose is $27 million.

Accompanying the budget is proposed appropriations language that would clarify
that these activities are to be funded in the Operation and Maintenance account.
For example, the budget proposal includes a provision, which the Congress adopted
in the fiscal year 2005 Energy and Water Development Appropriations Act, indi-
cating that among the purposes for which funding is provided is “for the benefit of
federally listed species to address the effects of civil works projects owned or oper-
ated by the Corps”. The budget language also provides that funding for “eligible op-
erations and maintenance” is to be derived from the Harbor Maintenance Trust
Fund. Consistent with section 201 of the Water Resources Development Act of 1996,
eligible operations and maintenance activities include not only harbor dredging but
a}loso the dredged material disposal facilities and navigation mitigation discussed
above.



202

Watershed and System Budgeting for Operation and Maintenance

Although the concept of watershed and system budgeting and program execution
for operation and maintenance (O&M) was adopted too late in the budget cycle to
be fully implemented in formulating the fiscal year 2007 budget, the O&M budget
is presented on a watershed/system basis and, if Congress concurs on the benefit
of planning and carrying out the O&M program in accordance with system-wide pri-
orities, then during fiscal year 2007 the O&M program would be managed by water-
shed and business program, rather than primarily project-by-project.

Proposed fiscal year 2007 funding is consolidated according to Civil Works pro-
gram areas, such as commercial navigation and flood and storm damage reduction,
for each of the 21 major river basins in the United States, as established by the
U.S. Geological Survey. The specific projects that would receive funding in each
basin also are identified by name. For future fiscal years, the budget not only will
be presented by basin or system, but also will be developed in the first place based
on basins and systems. Should operation and maintenance work be funded in the
manner presented, managers in the field would be better able to adapt to uncertain-
ties and changed conditions throughout the fiscal year, consistent with budget and
appropriations decisions.

Repayment of the Judgment Fund

We are proposing that funds that (1) were appropriated in fiscal year 2006 or a
prior year, (2) are not needed for the purpose for which they were appropriated, and
(3) are carried over unobligated to fiscal year 2007 be reprogrammed to begin to
repay the Department of the Treasury’s Judgment Fund. The repayments would be
for judgments against the United States that were paid by the Fund on Civil Works
projects. Currently over $150 million is owed to the Judgment Fund for Civil Works
projects.

Expenses Account

The Expenses account funds the management and executive direction expenses of
the Army Corps of Engineers, both at its Headquarters and Major Subordinate Divi-
sions, as well as support organizations such as the Humphreys Engineer Center
Support Activity, the Institute for Water Resources, and the Finance Center. In ad-
dition, the fiscal year 2007 budget proposes that, beginning in fiscal year 2007, the
Office of the Assistant Secretary of the Army for Civil Works—including some indi-
rect and overhead costs not previously allocated to this office—be funded in an ex-
panded Expenses account, rather than in its own separate account or as part of the
account funding the other Army Secretariat offices.

Reprogramming and Contracting

The budget proposes reauthorization of sections 101, 106, and 108 of the Energy
and Water Development Appropriations Act, 2006, with certain changes. These sec-
tions established rules in law for fiscal year 2006 on reprogramming and continuing
contracts. I would like to emphasize the programmatic need for one of these
changes, namely, that we would no longer require each partially funded contract for
operation and maintenance to be a continuing contract, so that the Corps would
have the flexibility to use other contracting tools in the O&M program, such as
base-plus-options contracts.

STUDIES AND DESIGN

The fiscal year 2007 budget concentrates funding on the 55 most promising stud-
ies and preconstruction engineering and design (PED) activities. For the navigation
and flood and storm damage reduction studies, performance was assessed based pri-
marily on likely economic benefits and costs. For PED activities for such projects,
the estimated ratio of remaining benefits to remaining costs is known, and PED ac-
tivities were funded for projects with ratios of 4.0 to 1 or greater at a 7 percent dis-
count rate. For aquatic ecosystem restoration studies and PED activities, perform-
ance was assessed based on the likelihood of projects that would meet the criteria
in the construction guidelines.

The budget provides $94 million for the Investigations account and $1 million for
investigations within the Mississippi River and Tributaries account. Among the $95
million total, $25 million is for the Louisiana Coastal Area study of coastal wetlands
restoration; $20 million is for a national inventory of flood and storm damage reduc-
tion projects; $13 million is for other project-specific studies including a new study
needed to support continued land acquisition to further reduce the risk of flood dam-
age in the Atchafalaya Basin; $4 million is for project-specific PED; $15 million is
for research and development; and $18 million is for other coordination, data collec-
tion, and study activities.
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One of my priorities is to improve analytical tools to support water resource plan-
ning and decision-making. The budget supports this with robust funding for the
Navigation Economic Technologies research program and for the development of
benefit evaluation methods for aquatic ecosystem restoration.

CONSTRUCTION

In recent years, many more construction projects have been authorized, initiated,
and continued than can be constructed efficiently at any one time. This has led to
the postponement of benefits from the most worthy projects, which has significantly
reduced overall program performance. To remedy this situation and to achieve
greater value to the Nation from the Civil Works construction program, the budget
focuses significant funding on the projects that yield the greatest return to the Na-
tion, based upon objective performance criteria.

The budget again proposes performance guidelines to allocate funds among con-
struction projects, including significant refinements to the performance guidelines
proposed in 2006. The most significant of these changes is the addition of a non-
economic performance criterion covering flood and storm damage reduction projects
that address a significant risk to human safety.

Under the guidelines, the budget allocates funds among construction projects
based primarily on the remaining economic benefits of projects relative to their re-
maining costs, their contributions to reducing life-threatening inundation hazards,
and the extent to which they cost-effectively contribute to the restoration of nation-
ally or regionally significant aquatic ecosystems where the ecosystems have become
degraded as a result of Civil Works projects or to a restoration effort for which the
Ciorps is otherwise uniquely well suited. The 2007 performance guidelines are at En-
closure 3.

The funded construction projects include 6 considered to be national priorities; 14
projects in their final year of construction (including 1 dam safety project); 10 other
dam safety, seepage, and static instability correction projects; 1 high priority newly
funded project (Washington, DC and vicinity, which will reduce the risk of flood
damage to the museums on the National Mall, the Franklin Delano Roosevelt Me-
morial, and the World War II Memorial and eliminate the temporary closures at
23rd Street and Constitution Avenue, NW, and 2nd and P Streets, SW in downtown
Waslﬁngton, DC); and 60 other ongoing projects. Ninety-one projects are funded al-
together.

After adjusting for the work reassigned to the Operation and Maintenance ac-
count, the budget provides an increase in construction funding of about $280 million
compared to the fiscal year 2006 budget. This robust funding level enables work on
most of the 91 projects, as well as on the ongoing projects reassigned from the con-
struction program to the operation and maintenance program, to proceed at between
80 percent and 100 percent of the maximum rate that the Corps can efficiently
spend funds in fiscal year 2007.

For low priority projects that are scheduled to have a construction contract under-
way at the beginning of fiscal year 2007, the budget provides funding either to com-
plete each ongoing contract, or to terminate it and pay the Federal share of settled
claims, whichever is estimated to be less costly. The budget includes $50 million for
this purpose, $42 million in the Construction account and $8 million in the Mis-
sissippi River and Tributaries account.

CIVIL WORKS PROGRAM AREAS

The Army Civil Works program includes eight program areas, plus oversight/exec-
utive direction and management. The eight program areas are commercial naviga-
tion, flood and coastal storm damage reduction, aquatic ecosystem restoration, recre-
ation, hydropower, water supply, emergency management, and the regulatory pro-
gram. Budget proposals for the eight program areas are discussed below.

Emergency Management and Flood and Coastal Storm Damage Reduction

The budget for Emergency Management and Flood and Coastal Storm Damage
Reduction reflects a sharpened focus on flood and hurricane preparedness and dam-
age reduction.

The budget provides $20 million in the Investigations account for a national in-
ventory and database of flood and storm damage reduction projects, and for devel-
oping and testing methods to assess the structural and operational integrity and the
associated risks of such projects. This effort will dovetail with the Corps’ ongoing
risk assessment for its portfolio of dams.

The budget provides $81 million in the Flood Control and Coastal Emergencies
account for planning, preparedness, and response to flood and storm emergencies,
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and for rehabilitation of damaged flood and storm damage reduction projects. This
is an increase of $11 million over the fiscal year 2006 budget. Our experience during
the 2005 hurricane season underscores the need for securing funds in advance for
such purposes, and we urge the Congress to include this funding in the annual En-
ergy and Water Development Appropriations Act.

The budget continues to support Federal participation in the initial phase of au-
thorized beach nourishment projects for storm damage reduction and ecosystem res-
toration purposes. The budget continues the policy of funding Federal involvement
in long-term, follow-on periodic renourishment only to the extent that the operation
a}I11d I?aintenance of Federal navigation projects is the reason for the sand loss on
shorelines.

Commercial Navigation

The amount budgeted for the construction and rehabilitation of inland waterway
projects, $394 million, is the highest amount ever included in a Civil Works budget.
This funding will help ensure the continued efficiency and reliability of our principal
inland waterways. Work will begin on rehabilitation of Lock and Dam 27, Illinois
and Missouri, and Markland Lock and Dam, Indiana and Kentucky. The budget fo-
cuses operation and maintenance funding for the inland waterways on those seg-
ments that support high volumes of commercial traffic, including the Mississippi,
Ohio, and Illinois waterways.

The budget gives priority to the operation and maintenance of harbors with high
volumes of commercial traffic. The budget also funds harbors that support signifi-
cant commercial fishing, subsistence, public transportation, harbor of refuge, na-
tional security, or safety benefits.

As discussed earlier, the budget provides funding under the operation and mainte-
nance program for authorized beach renourishment work to the extent needed to re-
place sand lost due to Federal navigation operation and maintenance. This work is
now part of the commercial navigation program area.

Aquatic Ecosystem Restoration

The budget includes $164 million for the Corps contribution to the Everglades res-
toration effort. Of this amount, $35 million is for the Corps to continue to partici-
pate financially in the Modified Water Deliveries project, along with the National
Park Service. Within this amount, the budget also includes funds to initiate addi-
tional work on the Kissimmee River, continue the pilot aquifer storage and recovery
projects program, continue other planning and design work on the Comprehensive
Everglades Restoration Plan, and examine flows in the vicinity of Lake Okeechobee.

The budget provides $27 million for the Upper Mississippi Restoration Program,
including §3 million for a study needed to establish priorities for the next 10 years
for this nationally significant effort. To address the continuing loss of wetlands
along the Louisiana coast, the budget provides $20 million to continue planning and
design for the Louisiana Coastal Area aquatic ecosystem restoration program and
$5 million for the science program supporting this effort.

As discussed above, the budget proposes that measures at operating projects to
comply with Biological Opinions pursuant to the Endangered Species Act be funded
from the Operation and Maintenance account and allocated among project purposes.

Regulatory Program

The President’s budget provides $173 million to the Corps Regulatory Program to
protect wetlands and other waters of the United States. This represents a $15 mil-
lion increase compared to fiscal year 2006 appropriations, which would result in a
total increase of 20 percent in funding over the last 3 years. One of my priorities
for the Civil Works program is to improve the effectiveness of aquatic resource pro-
tection and the efficiency of permit reviews and decision-making. The added funds
will be used to improve permit processing times, increase aquatic resource protec-
tion, and advance watershed-based approaches.

Investing in the Regulatory Program is a win-win proposition. The added funds
will enable most public and private development to proceed with minimal delays,
while ensuring that the environment is protected consistent with the Nation’s water
quality laws.

Recreation

The fiscal year 2007 budget proposes a recreation modernization initiative for
Civil Works recreation facilities, based on a promising model now used by other
major Federal recreation providers such as the National Park Service and the For-
est Service. The administration has proposed legislation for the Corps to use addi-
tional fees and other revenues to upgrade and modernize recreation facilities at the
sites where this money is collected.
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Specifically, the legislation includes authority for the Corps to charge entrance
fees and other types of user fees where appropriate, and to cooperate with non-Fed-
eral park authorities and districts. The Corps would use collections above a $37 mil-
lion per year baseline to provide facility modernizations and upgrades.

Hydropower

The budget provides funding for hydropower operation and maintenance costs, as
well as funding for ongoing replacements at three hydropower projects. Unlike the
budgets of recent years, the budget does not propose that Federal power marketing
administrations directly fund the costs of hydropower operation and maintenance.

Environmental Stewardship

Corps of Engineers-administered lands and waters cover 11 million acres. That is
equal in size to the area of the States of Vermont and New Hampshire. The budget
proposes a total of $89 million for environmental stewardship for these resources.
Funded activities include shoreline management, protection of natural resources,
continuation of mitigation activities, and protection of cultural and historic re-
sources.

Oversight and Executive Direction and Management

The fiscal year 2007 budget provides $164 million for the Expenses account. This
account funds executive direction and management activities of the Corps head-
quarters, the Corps division offices, and related support organizations that pertain
to Civil Works.

In addition, $6 million of the funding for the Expenses account is for the Office
of the Assistant Secretary of the Army (Civil Works). This amount is needed to
cover not only the Assistant Secretariat share of costs that are usually allocated
among offices in the Headquarters, Department of Army, but also the appropriate
share of centrally managed and ordinarily non-allocated costs. The inclusion of fund-
ing for these purposes is in accordance with the direction in the fiscal year 2006
Conference Report.

The Budget proposes to finance audits through the Revolving Fund. The costs
would be allocated among and then charged back to the benefiting accounts as a
normal cost of doing business.

PRESIDENT’S MANAGEMENT AGENDA

The Army Civil Works program is pursuing five government-wide management
initiatives, as are other Federal agencies. These are competitive sourcing, strategic
management of human capital, financial management, e-government, and budget-
performance integration. The Army Civil Works program also is participating in the
initiative for real property asset management.

The Office of Management and Budget scores the status of each agency in imple-
menting each initiative. Like most agencies, the Army Civil Works program started
out with “red” stoplight scores across the board. On four initiatives—all but competi-
tive sourcing and human capital—Civil Works status is still red. We are working
to improve our progress and status and welcome your support of our efforts.

CONCLUSION

At $4.733 billion, the fiscal year 2007 Army Civil Works budget is the highest
Civil Works budget in history.

The budget reflects progress in performance-based budgeting, as called for in the
President’s management agenda. In developing this budget, we made explicit choices
based on performance. The emphasis on the completion of high-performing construc-
tion projects, preparedness for and mitigation of flood and hurricane hazards, and
improved execution of the Regulatory Program, for example, reflect a performance-
based approach.

The Army Civil Works budget for fiscal year 2007 will enable the Civil Works pro-
gram to move ahead with more resources to pursue investments that will yield good
returns for the Nation in the future. The budget represents the wise use of funding
to advance worthy, mission-based objectives. I am proud to present it.

Thank you, Mr. Chairman and members of the subcommittee, for this opportunity
to testify on the President’s fiscal year 2007 budget for the Civil Works program of
the Army Corps of Engineers.
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ENCLOSURE 1.—DEPARTMENT OF THE ARMY CORPS OF ENGINEERS—CIVIL WORKS BUDGET
SUMMARY, FISCAL YEAR 2007

Amount
Requested New Appropriations by Account:
Investigations $94,000,000
Construction 1,555,000,000
Operation and Maintenance 2,258,000,000
Regulatory Program 173,000,000
Flood Control, Mississippi River and Tributaries 278,000,000
Expenses 164,000,000
Flood Control and Coastal Emergencies 81,000,000
Formerly Utilized Sites Remedial Action Program 130,000,000
TOTAL 4,733,000,000
Requested New Appropriations by Program Area:
Commercial Navigation 1,926,000,000
Flood and Coastal Storm Damage Reduction 1,291,000,000
Environment 539,000,000
(Aquatic Ecosystem Restoration) (320,000,000)
(FUSRAP) (130,000,000)
(Natural Resources) (89,000,000)
Hydropower 285,000,000
Recreation 267,000,000
Water Supply 2,000,000
Emergency Management 86,000,000
(Flood Control and Coastal Emergencies) (81,000,000)
(National Emergency Preparedness) (5,000,000)
Regulatory Program 173,000,000
Executive Direction and Management 164,000,000
TOTAL 4,733,000,000
Sources of New Appropriations:
General Fund 3,791,000,000
Harbor Maintenance Trust Fund 707,000,000
Inland Waterways Trust Fund 197,000,000
Special Recreation User Fees 37,000,000
Disposal Facilities User Fees 1,000,000
TOTAL 4,733,000,000
Additional New Resources:
Rivers and Harbors Contributed Funds 445,000,000
Coastal Wetlands Restoration Trust Fund 75,000,000
Permanent Appropriations 18,000,000
TOTAL 538,000,000
Total New Program Funding 5,271,000,000
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ENCLOSURE 3.—DEPARTMENT OF THE ARMY—CORPS OF ENGINEERS—CIVIL WORKS
BUDGET, FISCAL YEAR 2007—PERFORMANCE BUDGETING GUIDELINES FOR CIVIL
WORKS CONSTRUCTION

The budget for the construction account allocates funds based on the following
seven performance-based guidelines, which improve the overall performance of the
construction program by redirecting funds to high-performing projects and limiting
new construction starts.

1. Project rankings within mission areas.—All ongoing, specifically authorized con-
struction projects, including projects funded in the Mississippi River and Tributaries
account, will be assigned based upon their primary purpose to one of the main mis-
sion areas of the Corps (flood and storm damage reduction; commercial navigation;
aquatic ecosystem restorations) or to hydropower. Projects, except for aquatic eco-
system restoration projects, will be ranked by their remaining benefits divided by
their remaining costs (RBRC), calculated at a 7 percent real discount rate. Aquatic
ecosystem restoration projects will be ranked by the extent to which they cost effec-
tively contribute to the restoration of a nationally or regionally significant aquatic
ecosystem that has become degraded as a result of a Civil Works project, or to a
restoration effort for which the Corps is otherwise uniquely well-suited (e.g., because
the solution requires complex alternations to the hydrology and hydraulics of a river
system).

2. Project completions.—Each project with an RBRC of 3.0 or greater that can be
completed in the budget year with a final increment of funding will receive the bal-
ance of funding needed to complete construction and related administrative activi-
ties. Likewise, each aquatic ecosystem restoration project that cost-effectively con-
tributes to the restoration of a nationally or regionally significant aquatic ecosystem
that has become degraded as a result of a civil works project, or to a restoration
effort for which the Corps is otherwise uniquely well-suited, and that can be com-
pleted in the budget year with a final increment of funding will receive the balance
of funding needed to complete construction and related administrative activities.

3. Projects with very high economic and environmental returns.—The projects with
the highest RBRCs (or that are the most cost-effective in contributing to the restora-
tion of a nationally or regionally significant aquatic ecosystem that has become de-
graded as a result of a Corps project, for aquatic ecosystem restoration) will receive
not less than 80 percent of the maximum level of funding that the Corps can spend
efficiently in each fiscal year.

4. Projects with a low priority.—All ongoing flood and storm damage reduction,
commercial navigation, and hydropower constructions projects that have RBRCs
below 3.0, except for flood and storm damage reduction projects that are funded in
the budget to address significant risk to human safety, will be considered for defer-
ral. All ongoing aquatic ecosystem restoration projects that do not cost-effectively
contribute to the restoration of a nationally or regionally significant aquatic eco-
system restoration that has become degraded as a result of a Civil Works project,
and do not cost-effectively address a problem for which the Corps is otherwise
uniquely well-suited, and are less than 50 percent complete will be considered for
deferral. Where a project considered for deferral was previously budgeted, the budg-
et will include funding to cover the cost of terminating or completing each ongoing
contract, whichever is less. Budget year and future year savings from project sus-
pensions (after covering the cost of terminating or completing ongoing contracts) will
be used to accelerate the projects with the highest net economic and environmental
returns.

5. New starts and resumptions.—The budget will provide funds to start up new
construction projects, and to resume work on ongoing construction projects on which
the Corps has not performed any physical work under a construction contract dur-
ing the past 3 consecutive fiscal years, only if the project would be ranked in the
top 20 percent of the ongoing construction projects in its mission area that year.

The term “physical work under a construction contract” does not include activities
related to project planning, engineering and design, relocation, or the acquisition of
lands, easements, or rights-of-way. For non-structural flood damage reduction
projects, construction begins in the first fiscal year in which the Corps acquires
lands, easements, or rights-of-way primarily to relocate structures, or performs
physical work under a construction contract for non-structural project-related meas-
ures. For aquatic ecosystem restoration projects, construction begins in the first fis-
cal year in which the Corps acquires lands, easements, or rights-of-way primarily
to facilitate the restoration of degraded aquatic ecosystems including wetlands, ri-
parian areas, and adjacent floodplains, or performs physical work under a construc-
tions contract to modify existing project facilities primarily to restore the aquatic
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ecosystem. For all other water resources projects, construction begins in the first fis-
cal year in which the Corps performs physical work under a construction contract.

6. Other cases.—All other ongoing construction projects will receive not more than
the amount needed to meet earnings permitted under ongoing multi-year contracts
and related costs, except for flood and storm damage reduction projects that are
funded in the budget to address significant risk to human safety, which will receive
at least the funding needed to pay contractor earnings and related costs.

Dam safety assurance, seepage control, and static instability correction projects
that are funded in the budget for construction will receive the maximum level of
funding that the Corps can spend efficiently in each fiscal year.

Projects that are funded in the budget for construction will receive the amount
needed to ensure that they comply with treaties and with biological opinions pursu-
ant to the Endangered Species Act, and meet authorized mitigation requirements.

7. Ten percent rule—Up to a total of 10 percent of the funding available for con-
struction may be allocated to ongoing construction projects regardless of the guide-
lines above. However, this may not be used to start up or resume any project.

The budget proposes that the administration and the Congress apply these guide-
lines to the Corps construction account and to the construction activities in the Mis-
sissippi River and Tributaries account.

Senator DOMENICI. Thank you very much.
General.

STATEMENT OF LIEUTENANT GENERAL CARL A. STROCK, CHIEF OF
ENGINEERS

General STROCK. Mr. Chairman and members of the committee:
I am honored to be testifying before you today with the Honorable
John Paul Woodley on the President’s fiscal year 2007 budget for
the Army civil works program. If I may, I would like to briefly
summarize the key points of my testimony and include my com-
plete statement for the record.

Senator DOMENICI. Please do and that will be done.

General STROCK. Good, sir.

This budget is a performance-based budget that reflects the reali-
ties of the national budget, supporting the Nation’s recent natural
disasters and the global war on terror. This budget focuses con-
struction on funding of 63 projects that will provide the highest re-
turns on the Nation’s investment, including 11 dam safety projects.
Funds will be used for critical water resources infrastructure that
improves the quality of our citizens’ lives and provides a foundation
for national economic growth and development.

The budget incorporates performance-based metrics for continued
efficient operation of the Nation’s waterborne navigation, flood con-
trol, and other water resource management infrastructure, fair reg-
ulation of wetlands, and restoration of important environmental re-
sources.

There are six national priority construction projects funded in
the construction program. They are: the New York-New Jersey
Harbor Deepening Project; the Oakland River—the Oakland Har-
bor Deepening Project; construction of Olmstead Locks and Dam in
Illinois and Kentucky; the Florida Everglades and South Florida
Ecosystem; the Side Channels of the Upper Mississippi River Sys-
tem; and Sims Bayou in Houston, Texas; and two others, the Mis-
souri River Restoration and the Columbia River Restoration, both
funded in the operations and maintenance account.

This budget also provides the quality of recreation services
through stronger partnerships and modernization. The budget pro-
vides approximately $65.3 million to complete 14 projects, includ-
ing one dam safety project, in 2007. As part of a comprehensive
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strategy to reduce the construction backlog, the fiscal year 2007
budget funds projects that provide the highest returns and are con-
sistent with current policies. In all, 91 projects are funded so that
we can provide benefits to the Nation sooner.

The fiscal year 2007 budget includes $2.258 billion for the oper-
ations and maintenance program and I can assure you that I will
continue to do all that I can to make these programs as cost effec-
tive and efficient as possible.

Domestically, more than 8,000 volunteers from around the Na-
tion have deployed to help citizens and communities on the gulf
coast in the aftermath of Hurricanes Katrina, Rita, and Wilma.
Even now, more than 6 months after Hurricane Katrina, 2,000
USACE volunteers continue to execute our FEMA-assigned dis-
aster recovery missions along the gulf coast and to accomplish the
critical restoration work of the New Orleans Area Levee System.

Internationally, the U.S. Army Corps of Engineers remains com-
mitted to the monumental task of helping to rebuild the infrastruc-
ture and economies of Iraq and Afghanistan, and more than 1,700
USACE volunteers have deployed to Iraq since 2003. They continue
to make progress toward this Nation’s goals of restoring the secu-
rity and quality of life for all Iraqis and Afghans as they pursue
democracy and freedom.

The Corps’ Gulf Regional Division has overseen the initiation of
3,000 reconstruction projects and the completion of more than
2,100. These projects make a difference in the everyday lives of the
Iraqi people and are visible signs of progress.

The water resources management infrastructure has improved
the quality of our citizens’ lives in support of the economic growth
and development of this country. Our systems of navigation, flood,
and storm damage reduction projects and efforts to restore aquatic
ecosystems contribute to our national welfare.

PREPARED STATEMENT

In closing, the Corps is committed to selflessly serving the Na-
tion and I truly appreciate your continued support in this end.
Thank you, Mr. Chairman and members of the committee. This
concludes my statement.

[The statement follows:]

PREPARED STATEMENT OF LIEUTENANT GENERAL CARL A. STROCK

Mr. Chairman and distinguished members of the subcommittee, I am honored to
be testifying before your subcommittee today, along with the Assistant Secretary of
the Army (Civil Works), the Honorable John Paul Woodley, Jr., on the President’s
fiscal year 2007 budget for the United States Army Corps of Engineers’ Civil Works
Program.

My statement covers the following 3 topics:

—Summary of fiscal year 2007 Program Budget,

—Civil Works Backlog,

—ga%ue of the Civil Works Program to the Nation’s Economy, and to the Nation’s

efense.

SUMMARY OF FISCAL YEAR 2007 PROGRAM BUDGET

Introduction

The fiscal year 2007 Civil Works Budget is a performance-based budget, which re-
flects a focus on the projects and activities that provide the highest net economic
and environmental returns on the Nation’s investment or address significant risk
to human safety. The Civil Works Program, including the Direct and Reimbursed
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programs, is expected to involve total spending (Federal plus non-Federal) of $7.3
billion to $8.3 billion. The exact amount will depend on assignments received from
the Federal Emergency Management Agency (FEMA) for hurricane disaster relief
and from the Department of Homeland Security for border protection facilities.

Direct Program funding totals $5.271 billion, consisting of discretionary funding
of $4.733 billion and mandatory funding of $538 million. The Reimbursed Program
funding is projected to involve an additional $2 billion to $3 billion.

Direct Program

The budget reflects the administration’s commitment to continued sound develop-
ment and management of the Nation’s water and related land resources. It incor-
porates performance-based metrics for the construction program, funds the contin-
ued operation of commercial navigation and other water resource infrastructure,
provides a needed increase in funding for the regulation of the impacts of develop-
ment on the Nation’s wetlands, and supports restoration of nationally and regionally
significant aquatic ecosystems, with emphasis on the Florida Everglades, the Upper
Mississippi River, and the coastal wetlands of Louisiana. It also improves the qual-
ity of recreation services through stronger partnerships and modernization.

The budget emphasizes the construction and completion of water resources
projects that will provide a high return on the Nation’s investment in the Corps’
primary mission areas. There are 91 projects, including 6 national priority projects;
14 projects in their final year of completion (including 1 dam safety project); 10
other dam safety assurance, seepage control, and static instability correction
projects; 1 high priority newly funded project (Washington, DC and vicinity, which
will reduce the risk of flood damage to the museums on the National Mall, the
Franklin Delano Roosevelt Memorial, and the World War II Memorial and eliminate
the temporary closures at 23rd Street and Constitution Avenue, NW, and 2nd and
P Streets, SW in downtown Washington, DC); and 60 other ongoing projects. The
focus of this budget is on providing the highest net economic and environmental re-
turns on the Nation’s investment and addressing significant risk to human safety.

Reimbursed Program

Through the Interagency and Intergovernmental Services Program we help non-
DOD Federal agencies, State, local, and tribal governments, and other countries
with timely, cost-effective implementation of their programs, while maintaining and
enhancing capabilities for execution of our Civil and Military Program missions.
These customers rely on our extensive capabilities, experience, and successful track
record. The work is principally technical oversight and management of engineering,
environmental, and construction contracts performed by private sector firms, and is
fully funded by the customers.

Currently, we provide reimbursable support for about 60 other Federal agencies
and several State and local governments. Total reimbursement for such work in fis-
cal year 2007 is projected to be $2.0 billion to $3.0 billion. The exact amount will
depend on assignments received from the Federal Emergency Management Agency
(FEMA) for hurricane disaster relief and from the Department of Homeland Secu-
rity for border protection facilities.

CIVIL WORKS BACKLOG

The budget addresses the construction backlog primarily by proposing that the ad-
ministration and the Congress use objective performance measures to establish pri-
orities among projects including potential new starts, and through a change in
Corps contracting practices to increase control over future costs. The measures pro-
posed include the ratio of remaining benefits to remaining costs for projects with
economic outputs; the extent to which the project cost-effectively contributes to the
restoration of a nationally or regionally significant aquatic ecosystem that has be-
come degraded as a result of a Civil Works project or to an aquatic ecosystem res-
toration effort for which the Corps is otherwise uniquely well-suited; and giving pri-
ority to dam safety assurance, seepage control, static instability correction, and
projects that address significant risk to human safety. With the exception of up to
10 percent of the available funds that could be allocated to any project under con-
struction regardless of performance, resources are allocated based on Corps esti-
mates to achieve the highest net economic and environmental returns and to ad-
dress significant risk to human safety. Over time, this approach would significantly
improve the benefits to the Nation from the Civil Works construction program.

We believe that narrowing the focus of our effort to fund and complete a smaller,
more beneficial set of projects will improve overall program performance and bring
higher net benefits per dollar to the Nation sooner. That is why the budget proposes
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only one new, high priority construction start and accelerates completion of the
highest-return projects.

Maintenance Program

The facilities owned and operated by, or on behalf of, the Civil Works Program
are aging. As stewards of this infrastructure, we are working to ensure that it con-
tinues to provide an appropriate level of service to the Nation. Sustaining such serv-
ice poses a technical challenge in some cases, and proper operation and maintenance
also is becoming more expensive as this infrastructure ages.

The operation and maintenance program supports the operation, maintenance and
security of existing commercial navigation, flood and storm damage reduction, and
aquatic ecosystem restoration works owned and operated by, or on behalf of, the
Corps of Engineers, including administrative buildings and laboratories. Funds are
also included for national priority efforts in the Columbia River Basin and Missouri
River Basin to support the continued operation of Corps of Engineers multi-purpose
projects by meeting the requirements of the Endangered Species Act. Other work
to be accomplished includes dredging, repair, and operation of structures and other
facilities, as authorized in the various River and Harbor, Flood Control, and Water
Resources Development Acts. Related activities include aquatic plant control, moni-
toring of completed coastal projects, and removal of sunken vessels.

The Operation and Maintenance program for the fiscal year 2007 budget consists
of $2.258 billion in the operation and maintenance account and $147 million under
the Mississippi River and Tributaries program. To improve accountability and over-
sight, reflect the full cost of operating and maintaining existing projects, and sup-
port an integrated investment strategy, the fiscal year 2007 Civil Works budget
transfers several activities to the O&M program from the construction program.
This budget also organized operation and maintenance activities by river basin and
by mission area to set the stage for improved management of Civil Works assets
and more systematic budget development in future years. Furthermore, we are
searching for ways to reduce costs and thereby accomplish more with available re-
sources.

The fiscal year 2007 budget also supports performance-based budgeting for the op-
eration and maintenance program by funding ongoing efforts to develop better risk-
based facility condition indices and asset management systems. These analytical
tools will improve our ability in the future to develop long-term asset management
strategies and establish priorities for the operation, maintenance and management
of Civil Works assets. Our goal is to begin using these improved analytical tools
within 2 years.

VALUE OF THE CIVIL WORKS PROGRAM TO THE NATION’S ECONOMY AND DEFENSE

We are privileged to be part of an organization that directly supports the Presi-
dent’s priorities of winning the global war on terror, securing the homeland and con-
tributing to the economy.

The National Welfare

The way in which we manage our water resources can improve the quality of our
citizens’ lives. It has affected where and how people live and influenced the develop-
ment of this country. The country today seeks economic development as well as the
protection of environmental values.

Domestically, more than 8,000 USACE volunteers from around the Nation have
deployed to help citizens and communities along the Gulf Coast in the aftermath
of Hurricanes Katrina, Rita, and Wilma. Even now, more than 6 months after Hur-
ricane Katrina, 2,000 USACE volunteers continue to execute our FEMA-assigned
disaster recovery missions along the Gulf Coast, and to work on rebuilding the New
Orleans-area levee system.

As to Hurricane recovery—the Corps of Engineers is repairing significant dam-
ages to reaches of federally constructed levees, floodwalls and other features, repair-
ing damaged pumping stations that were constructed or modified as a part of the
Southeast Louisiana Urban Flood Control project, and repairing non-Federal levees
and pump stations. Along the three outfall canals, we are installing interim closure
structures and temporary pumps until a more permanent solution can be imple-
mented. We have also initiated analyses that will explore options to improve protec-
tion along the Louisiana and Mississippi Coasts.

Mr. Chairman, we continue to work with you, this subcommittee, and other mem-
bers of Congress on the authorization and funding proposed by the administration
for modifications that will strengthen the existing hurricane protection system for
New Orleans.
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Research and Development

Civil Works Program research and development provides the Nation with innova-
tive engineering products, some of which can have applications in both civil and
military infrastructure spheres. By creating products that improve the efficiency
and competitiveness of the Nation’s engineering and construction industry and pro-
viding more cost-effective ways to operate and maintain infrastructure, Civil Works
Program research and development contributes to the national economy.
The National Defense

Internationally, the U.S. Army Corps of Engineers remains committed to the mon-
umental task of helping to rebuild the infrastructures and economies of Iraq and
Afghanistan. Corps’ Civilians and Soldiers continue to make progress toward this
Nation’s goals of restoring the security and quality of life for all Iraqis and Afghanis
as they pursue democracy and freedom.

More than 1,700 USACE volunteers have deployed to Iraq since 2003. The Corps’
Gulf Region Division has overseen the initiation of nearly 3,000 reconstruction
projects and the completion of more than 2,100. These projects make a difference
in the every day lives of the Iraqi people, and are visible signs of progress.

In Afghanistan, the Corps is spearheading construction projects for the Afghan
national army and national police, supporting USAID, and executing important pub-
lic infrastructure and humanitarian projects.

CONCLUSION

The Corps of Engineers is committed to staying at the leading edge in service to
the Nation. In support of that, we are working with others to transform our Civil
Works Program. We’re committed to change that leads to open, transparent mod-
ernization, and a performance-based Civil Works Program.

Thank you, Mr. Chairman and members of the committee. This concludes my
statement.

Senator DOMENICI. Thank you very much.

Now, I want to make a little announcement which I think we all
know up here, but let us make sure you know out there. The Ma-
jority Leader has indicated to us Republicans that at 3:15 he would
like all Republicans present on the floor of the Senate. He is going
to address the issue that is before the Senate. And we will try to
be there. That is not mandatory for you all.

Senator DORGAN. Is it advisable?

Senator DOMENICI. It is whatever you will do.

What I would suggest, if you have no desire to go down and be
part of that, I am willing to say you proceed if you be careful and
do things right, and I am sure you will.

Now, we are going to—with your permission, I think we are
going to use the time between now and 3:15 without yielding to you
all and then give it to you. Everything will turn off. When we give
it over to you, it will turn off 15 minutes after you take over. It
will turn off, everything. So you will have 15 minutes also. I am
kidding you.

The two Senators on this side, you want to split a little time and
leave me a little at the end?

Senator ALLARD. I do not think I will take too long. I just have
two or three important questions.

Senator DOMENICI. Proceed, Senator.

Senator ALLARD. I want to get back to this Fountain Creek Wa-
tershed Study in Colorado. How much has been expended by the
Federal Government to conduct that study to date?

General STROCK. Sir, we have spent $65,000 through fiscal year
2003.

Senator ALLARD. Not anywhere near a match of 50 percent of
what local governments have spent, is that correct?
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General STROCK. Yes, sir.

Senator ALLARD. Please share with me how you set priorities for
the budget and why the funding for the Fountain Creek Study
wasn’t included this time around?

Mr. WOODLEY. Senator, in general the priorities within the gen-
eral investigations account were set in accordance with the same
priorities that are used with respect to the construction account, on
the concept that the one would lead into the other. But this year
our general investigations allocation was very severely constrained
because it was largely devoted to two very large efforts that we are
undertaking, one with respect to the Louisiana Coastal Area Res-
toration Study and the other is in a $20 million request for a na-
tionwide study and inventory of flood control structures, and in
particular levees. So that put enormous constraints and very, very
many very worthy studies were not able to be included in this
year’s budget request.

Senator ALLARD. Is that the same problem we are running into
with the tamarisk removals? There are tamarisk removal projects
I think all over the West. It is a water-drinking tree.

Mr. WOODLEY. Yes, sir, I am very familiar with salt cedar.

Senator ALLARD. And you do not have any plans to conduct any
more of those removal projects in the West?

Mr. WoODLEY. I would have to get back to you on that. I will tell
you that I would advocate for that. That is a very important—and
indeed, the chairman and I have visited the Bosque in his home
State, in which a great part of our effort that is ongoing along that
watershed at Albuquerque is to remove the tamarisk salt cedar. It
is something we are finding all over our properties and I think I
would advocate for a concerted national effort to rid our areas of
that.

Senator ALLARD. I think that is going along the Rio Grande in
New Mexico. We have got the Rio Grande in Colorado and we also
have the Arkansas and Colorado Rivers. So I am particularly inter-
ested in your responding as far as the Colorado projects in the
West. I would like to get that information when you get a chance.

Mr. WOODLEY. Absolutely, yes, sir. I will get back to you on that.

Senator ALLARD. Very good.

Then I will stop right there, Mr. Chairman, so you and the other
members can——

General STROCK. Senator, if I could quickly amend my answer to
you. The $65,000 I cited was through 2003, but since that time, in
2004 and 2005, we have had a total of $937,000 against the project.

Senator ALLARD. Nine hundred thirty-seven thousand dollars?

General STROCK. And in 2006 $125,000, for a total of $1,032,000,
which is matched by the State, and that is where we are now.

Senator ALLARD. Yes, okay. I appreciate that. Thank you.

Senator DOMENICI. General, I am going to talk about Katrina a
little bit. I am sure that the distinguished Senator from Louisiana
is going to follow up on a lot of this, but I want to go through as
much as I can, and what I do not get through I am going to submit
to you to answer.

First of all, General, can you give us a quick status update on
the current rebuilding efforts?
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General STROCK. Yes, sir. Currently our main target is by June
1 of this year to have the entire system restored and repaired to
where it was when Katrina hit, and we are on target to do that,
sir.

Senator DOMENICI. I have been told that the United States Geo-
logical Survey says that the storm surge from Hurricane Katrina
is the greatest recorded storm surge to ever hit the United States.
Can you confirm this was in fact a large hurricane that struck, con-
trary to what may have been said? And is that, is what I have just
said, true?

General STROCK. Sir, I cannot personally confirm that. I have
heard that cited, but I have not heard that directly from the USGS.
But I do understand that is the case. I know that it was such a
large system and storm surge, that it destroyed most of the gauges
that would tell us what actually occurred.

Senator DOMENICI. So do you think the USGS can confirm this
or do you think they cannot, what I have just said?

General STROCK. I am sure they can, yes, sir. I have absolute
confidence in the USGS, yes, sir.

Senator DOMENICI. If we want that we should get it from them?

General STROCK. Yes, sir.

Senator DOMENICI. Along with everyone else, I have read articles
from various experts about the levee failures in New Orleans. Most
of those experts have indicated that the Corps was aware of poten-
tial problems with the levees as designed and constructed. Further,
there has been considerable comment that the levees should have
withstood the effects of Katrina.

General, I need to know from you, what is the Corps’ response?
Is there any fire to go with all this smoke or is this speculation
from self-described experts without access to real concrete data?

General STROCK. Sir, that is a tough one to answer. I think that
if you look at the history of these projects, the Lake Pontchartrain
study, which is the one, the project which actually failed during the
event, was authorized in 1965, so there have been literally genera-
tions of people involved in this. To say that at some point in this
there may have been some concerns expressed about adequacy of
designs and so forth, I really do not know.

I can tell you that as an institution we were not aware of any
particularly hazardous situations. Each time we are confronted
with that, we do look into that and ensure that we did not have
previous knowledge of any potential vulnerabilities in the system.

Senator DOMENICI. Can you give us for the record a brief over-
view of the findings from the inter-agency performance evaluation
team to date?

General STROCK. Yes, sir. For the record or here, sir? Here. Sir,
I would be happy to expand in the record, but I can tell you that
we have gotten to the point now where the IPET has reached some
conclusions about the performance of the system. Specifically, in
the 17th Street Canal area we have now concluded that we did
have a problem with the design of the structures there, something
we had hoped would not be the case, but now must confront that
as a reality.
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That finding is being reviewed by the American Society of Civil
Engineers and we expect their response to that soon. So that is one
of the most significant findings to date.

Other findings that the IPET has arrived at have to do with the
storm surge in the Mississippi River gulf outlet, “MRGO,” and the
conclusion on that is that it does contribute to some degree in
storm surge on the inner harbor, but to a very small degree. Point-
two of a foot is being attributed to MRGO and I think that is an
important aspect to consider in the future.

But sir, the most dramatic conclusion is that, yes, we had a de-
sign problem and that there may be other elements in the system
designed along that way that need to be addressed.

Senator DOMENICI. As I understand the current situation con-
cerning the levee rebuilding, funding provided through enacted
supplemental appropriations will complete the levee system as cur-
rently authorized. This includes rebuilding levees to the authorized
levels, that is to the authorized level of protection, I should say, as
well as repairing non-Federal levees and pump stations. This sys-
tem was not completed before Katrina; is that correct?

General STROCK. Sir, the system was not completed before
Katrina. There are several projects involved in this, about six in
all. Our estimate is that we have sufficient funding to complete
those systems by September 1, 2007, and with the third supple-
mental to provide some enhancements like those you discussed.

I must caveat somewhat, though, sir, because the IPET results
call into question the flood walls that we are using, we may have
to replace some of the flood wall sections. Replacement of flood
walls is not currently in our current estimates, with some small ex-
ceptions in the inner harbor area. So there may be an additional
requirement to rebuild flood walls as we get into this. But gen-
erally speaking, we feel like we have sufficient funding.

Senator DOMENICI. I am not going to have time to go through
this very difficult and bothersome issue of the $6 billion authoriza-
tion that has been alluded to by Director Powell and what should
be done with it. Suffice it to say that I will submit to you three,
four questions regarding that whole situation. Would you answer
them as soon as you can?

General STROCK. Yes, sir.

Senator DOMENICI. Then I have a number of questions on con-
tinuing contracts and reprogramming, which were very difficult for
us to handle in this budget. We had a very hard time as we tried
to put it together. I will submit those to you and you can answer
them as soon as possible.

General STROCK. Yes, sir.

Senator DOMENICI. Now, having done that, I am going to yield
the gavel to you, Senator, and you do it as you see fit between the
two of you, and we may return and we may not. But would you
close it if we do not?

Senator DORGAN. Senator Landrieu, what did you want to say?

Senator LANDRIEU. Before Senator Domenici leaves, I just want-
ed to thank him for his focus on this Katrina-gulf coast issue. He
has really been focused, as has his staff, with trying to come up
with solutions as well as suggestions. So thank you, Senator, and
I will have some others to follow up.
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Senator DOMENICI. I did not mean to be critical. The General un-
derstands. These questions I am asking have to come out and we
have to decide how to fix this, and it is very difficult to explain to
the public and we need your help in explaining it. The authorized
level and all this business, it does not mean much to people, but
it is very, very much the order of the day for us on where we
spend, why we spend, what we did not spend. So we need to work
together on it.

General and Mr. Secretary, thank you. Thanks for your help in
New Mexico, too. I skipped over that. Particularly, I thank you for
the Acequias funding. Since you funded it, I am not going to ask
you whether you can say it or not. Normally I try to find out if you
can pronounce it, but if you can put the money in I do not care
whether you can pronounce it or not.

Thank you very much.

General STROCK. Thank you, sir.

Senator DORGAN. Senator Domenici, thank you very much, and
we will ask our questions and then adjourn the hearing, after we
have done some legislative business.

Senator LANDRIEU. You do it, we will fix it.

Senator DORGAN [presiding]. At any rate, we appreciate the cour-
tesy of Senator Domenici.

Let me ask a couple of questions, and state first that at the mo-
ment the Red River is running north. It is flooding, well above
flood stage at Wapaton, crested now, we believe, yesterday in
Fargo. It is now being steered through the city of Grand Forks.

This budget requests the final $12 million for the flood control
project in Grand Forks. We appreciate that. We have spent a lot
of money on flood control projects up and down the Red River. That
is I think a success story for the Corps of Engineers and we appre-
ciate very much the work the Corps has done and believe that this
is the last contingent of money that is required to complete the
Grand Forks flood control project. So I want to say, especially in
areas where we have seen really excellent work by the Corps, that
we appreciate that, because we are experiencing this flood. I think
it is the third highest in history, these crests, not so far from the
1997 crest in which the entire city of Grand Forks was evacuated.
It is a pretty aggressive flooding.

Let me ask General Strock and Secretary Woodley about a paro-
chial issue, but nonetheless an important one, the Fort Stevenson
Marina Project at Fort Stevenson in North Dakota. The Corps of
Engineers built a marina at Fort Stevenson and in half of the years
you have not been able to see the water from the marina, so it has
been unusable. I have been up there many times.

We finally created a circumstance where the Corps said they will
move over—it is about 1 mile—and do a deeper water marina. It
is not something that would break the bank, but the Corps made
a commitment to do that. They were going to reprogram funds to
do it. Now I think there is a question of whether the Corps is pre-
pared and willing to proceed.

Can you tell me what the current thinking of the Corps is and
what your commitment is?

General STROCK. Sir, what I do have on that is that we estimate
that it is about an $11 million requirement to accomplish the move-
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ment of the marina. And yes, water is down, as it is throughout
the northern reservoirs. And I would assume, since we have identi-
fied the cost associated, we feel like we can do it. But we simply
do not have the money to do that now.

Senator DORGAN. When Mr. Rob Vining was making the commit-
fmelat on behalf of Corps, he talked about using reprogrammed
unds.

General STROCK. Yes, sir.

Senator DORGAN. It actually was $5 million. Back then the cost
was around $5 million or $6 million to do this. I do not know how
the Corps has gotten this to an $11 million project. But the prob-
lem is these folks have a marina that’s unusable. It is the Corps’
marina. The regulation of the water—instead of retaining water in
the upper reservoirs, we have been flushing it out so that my
friend from Missouri can run his barges down south. So folks who
want to use a marina at Fort Stevenson do not have a marina to
use, and moving a very short distance would give them a deep
water marina and it would not cost a great deal. The Corps of En-
gineers actually built the first one. We have not been able to use
it every other year.

So it seems to me the Corps has a responsibility to provide the
money to move this.

General STROCK. Sir, I can certainly provide you a better in-
formed answer for the record on why the cost has shifted. If we are
relying on reprogramming, I think you understand the limits on re-
programming right now that have been placed on the Corps, and
it is very difficult to find both sources and then get approval of
moving money. That may be a factor in not being able to move
ahead on this.

Sir, we certainly recognize the challenges of the drought. It has
been going on for many, many years and we are trying to operate
the system in accordance with the master manual, which has been
recently revised and approved. And we do know that it does cause
problems for everyone in the system, not just the upriver States
but the downriver as well.

Senator DORGAN. Well, General, I am going to submit a list of
questions about this. But I do think the Corps has a responsibility
at Fort Stevenson and I do not know how you meet it. We have a
presidential budget now that cuts $0.5 billion. I know you are get-
ting some emergency funding, but in terms of regular funding a cut
of $0.5 billion when you have unmet needs, you have commitments
that have been made that are not now apparently going to be kept,
that is a pretty unsatisfactory response to tell to the folks up in
the northern part of the reservoir.

The upstream benefits of tourism, recreation, fishing are ten
times the size of the downstream benefits of barging, and yet we
continue to see that water rush out of those gates headed down-
stream.

You and I have more to talk about, I think, as well as the Sec-
retary, about how we meet the responsibility to the people who
have been told by the Corps that the Corps would move that Fort
Stevens marina.

General, let me talk about a subject that you are not going to
want to talk about at all. But I have tried to do this by submitting
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questions last year. I have tried to do this by letter to you, and I
have never gotten a satisfactory answer. That is the Bunnatine
Greenhouse issue and the Rio contracts.

I have as a result of magazine reports of what has happened at
the Corps of Engineers, I have held policy committee hearings. Ms.
Greenhouse has testified. She has been demoted, perhaps for that
testimony or perhaps for other reasons, but she has been demoted.
And she has said that—let me read her quote—“I can unequivo-
cally state that the abuse related to the contracts awarded to KBR,
a subsidiary of Halliburton, represents the most blatant, improper
contract abuse I have witnessed during the course of my profes-
sional career.”

It takes a lot of guts for somebody to say that. She was given
excellent recommendations all along the way during her career, a
remarkable public servant. People outside of your agency who know
about contractors tell me that she is a first-rate contract official in
the Corps of Engineers. And for this candor she has lost her job,
been demoted.

I know there are legal issues in the Pentagon. You probably can-
not respond to the legal issues, but you could respond at least by
letter to me, and you could respond to the questions that I pro-
pounded last year during the hearing about what is going on here.

I assume that you will probably want to say that she is wrong,
there are no contracting abuses. I assume also that the inspector
general is looking into all of this. What has been appearing in the
popular literature, magazines and others, about this situation is
deeply troubling to me—the RIO contract, the LOGCAP con-
tracting, substantial evidence of abuse, waste, and even fraud in
sole source no-bid contracts in Iraq.

I have tried, both in letters and in submitted questions, to get
candid responses from you and have been unsuccessful. Can you
tell me why?

General STROCK. Sir, first of all I need to make sure that we
have responded in a timely way to your questions, and I will have
to go back and look at those responses. There are limits to what
we can talk about in this and one of the most important aspects
of this entire thing—and this may sound somewhat contradictory
to the situation you just laid out—is that we have an obligation to
respect the rights of the individuals and privacy of the individuals
here. So my ability to talk about specific reasons for actions we
took is very, very limited.

Therefore I must simply say that we have a process that is very
important to us. We followed the appropriate process in disposition
of Ms. Greenhouse’s case. And I think that has been reviewed on
multiple times. She has been

Senator DORGAN. If Ms. Greenhouse would waive those provi-
sions, if she would waive that and allow you to say whatever you
wish, would you be willing to do that?

General STROCK. If that is possible, sir, and it was done in the
right kind of way and I was cleared to do that, yes, sir, absolutely.
I would be happy to do that. But it is all about protecting her pri-
vacy.

Sir, in terms of the allegations, I can talk about those a bit. I
was personally involved in many of those decisions and can look
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you right in the eye and say that we followed the rules that were
in existence at the time to make all those calls. The Government
Accountability Office has reviewed the award of those contracts
and has found that they were done in a proper fashion. The Army
Inspector General has also conducted an investigation. The DOD
Inspector General has also conducted investigations. And to date
we have not had any indication that things were not done properly
in the award of those contracts.

There have been many questions about the actual delivery of
products and services under those contracts and in most cases I
think the Government has shown to have acted in a reasonable and
appropriate manner in adjudicating claims paid and all that sort
of thing.

So this entire thing has been looked at in many, many ways and
many times and so far the results are that we did things in the
proper way.

Senator DORGAN. Well, General, I also have looked at some of
them and had whistleblowers come and testify and it contradicts
that answer. Food service, water quality. I will give you an exam-
ple. I do not know whether you had these, the water quality con-
tracts, on the bases. Was that yours?

General STROCK. Sir, I did not. This particular contractor has a
number of contracts. One of them is the LOGCAP contract, which
is managed by the Army Materiel Command, which provides for
sustainment on military bases. Our contracts had to do with the re-
construction of the oil industry, so the food and water issues that
you cite were not part of our contracts.

Senator DORGAN. Yours were the RIO contracts?

General STROCK. Yes, sir, ours was RIO.

Senator DORGAN. I just observe on the LOGCAP contracts that
both the Department of Defense and Halliburton have been dis-
honest publicly about that. We now have internal documents from
Halliburton that show that the responses by DOD and Halliburton
were not honest.

General STROCK. And I cannot speak to that, sir.

Senator DORGAN. My understanding from the inspector general
on the issues surrounding the allegations Ms. Greenhouse made is
that there has been a referral to the Department of Justice for a
criminal investigation. Is that not accurate?

General STROCK. Sir, I do not know that. I know that there are
a number of proceedings related to her case that are going on right
now and I am involved in some of those. But I do not know if they
have risen to the level of the Department of Justice.

Senator DORGAN. I believe the inspector general has told us that
in a letter.

My point is not to badger you about this, except that there are
questions that demand answers. The American people demand an-
swers.

General STROCK. Yes, sir.

Senator DORGAN. We are spending an enormous amount of
money on these projects, contracts, the RIO contracts, LOGCAP
projects, feeding troops, providing water to troops, equipment to
troops, oil. The fact is there is a substantial amount of evidence
there has been dramatic waste and abuse and in my judgment
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fraud. The Custer Battles issue comes to mind. I am not going to
lay all this on your shoulders, but I am telling you it makes me
sick when you take a look at what is going on and the waste of
money, and nobody seems to care very much.

All T am asking is that, with respect to those issues under your
jurisdiction, that you respond fully to the questions we are asking.
And if you cannot answer, I will ask Ms. Greenhouse if she will
provide a waiver so that you can give us all the information.

I know that you are going to leave this room and mutter things
that I probably should not say out loud under your breath, because
this is not what you want to hear at this hearing.

General STROCK. Sir, not at all. If I might, not at all. I share the
same concerns you do. We have to treat people in the right ways,
and I think we have done that. So no, sir, I am not going to mutter
anything on the way out of the room.

Senator DORGAN. One other question. The person that has been
noticed in at least one publication to replace Ms. Greenhouse it ap-
pears to me has no contracting experience.

General STROCK. Sir, her replacement is Ms. Sandra Riley, who
has come to us after about 40 years of Government experience. She
did serve as a head of contracting agency, which is the same level
of responsibility that I have within the Corps of Engineers, and she
managed all the affairs for the Department of the Army and the
Pentagon related to that.

It is true that she is not an acquisition certified professional
under the Defense Acquisition Improvement Work Force Act. But
she has been given a waiver for some of the criteria and she has
gone to school and is currently being brought up to speed on what
it is she needs to know as a contracting official.

She is really coming to us as a change agent, sir, which she has
a reputation for in the Army, and she brings us leadership. It is
part of the Army’s intent that, like our general officers that can
serve in many capacities, our senior civilians are expected to be
true corporate leaders as well and do not necessarily need the spe-
cific experience and credentials of the particular area of the govern-
ment that they are working, that they have oversight for.

Senator DORGAN. General, with due respect, that seems illogical
to me, to have to bring her up to speed with respect to knowledge.
My colleague here from Louisiana has just experienced FEMA’s
failures. Seven of the top eleven positions in FEMA were staffed by
cronies, I am sure who had good management experience, but did
not know a thing about emergency response. So you put cronies in
positions for emergency response, they did not know how to re-
spond to an emergency.

I am just making a point that Ms. Greenhouse, fairly or un-
fairly—I guess ultimately the facts will judge this—lost her job,
was demoted, for speaking out about what she perceived to be
abuses. She regularly had excellent recommendations, excellent
performance evaluations, year after year, but has now been de-
moted and replaced by someone who has no experience or no sub-
stantial knowledge in contracting. That just seems unbelievable to
me.
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General STROCK. Yes, sir, I would not characterize her as having
no experience, no substantial knowledge, but she is not certified as
an acquisition professional at this point, that is true.

Senator DORGAN. Well, we have more to exchange on that and
I will do that by letter, General Strock. I hope and expect we want
the same thing, that we want accountability and we want facts to
speak for themselves.

Let me close then on a positive note so that I can tell you again,
we have—we are a semi-arid State. North Dakota would hold ten
Massachusetts in land mass. We are a big, big State, and 642,000
people spread out. We have got a big Missouri River running in one
part of it and we have got a Red River running north.

We have a lot of water issues. We have got a flood in Devil’s
Lake that came and stayed, and it is a huge problem. We have got
the need to move water from western North Dakota to replenish
the Red River in times when it does not have enough water. At the
moment it is busting out of its banks and flooding in three large
communities.

So having watched the Corps of Engineers in 1997 in action, I
can tell you that the performance of the Corps to do well is critical
to our surviving during floods and surviving during droughts. I
have not talked at great length about the management of the Mis-
souri River today, but that also is a significant part of our angst.

But you have men and women working for the Corps of Engi-
neers that work day and night at times when we are in crisis, and
I hope you and the Secretary will communicate to them our appre-
ciation for that. I know they are doing that now up and down the
entire Red River valley and we want you to tell them thank you
on behalf of a grateful citizenry.

General STROCK. Sir, thank you very much.

Senator DORGAN. Senator Landrieu.

Senator LANDRIEU [presiding]. Thank you, Senator Dorgan.

Mr. Secretary and General Strock and others, I want to begin by
acknowledging that you have been down to Louisiana, Mississippi,
and the gulf coast many times since Katrina and Rita and the mul-
tiple levee breaks that ensued, and you have sent extra support
and been attentive to our requests. So I say that just to acknowl-
edge that in my view you personally have done what you can.

But my questions will be about the constraints that you are oper-
ating under, which I think are very serious and actually in fact put
the Nation at risk. I want to start with you, Secretary Woodley, if
I could. Could you just for the record before this Appropriations
Committee that has the task of funding critical civil works projects
for energy and water for the country say again clearly for the
record what we are going to be able to fund this year and what we
are not, based on what is the backlog of authorizations? And if you
do not have that, I think General Strock or others might.

What is our current backlog of authorized critical projects that
is not going to get funded based on the budget that you have sub-
mitted?

Mr. WOODLEY. Senator, I want to preface what I say, I think I
understand what you mean by the backlog. It is a term, it is a sort
of a pejorative term for these, that I try to avoid because I regard
those projects not as being projects in some kind of backlog, but
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rather it being opportunities that exist for investment on the part
of the Nation in water resource development.

Senator LANDRIEU. That is fine. Then what are the opportunities
that we are not funding?

Mr. WOODLEY. I believe that we have something in excess of 400
different projects across the country that are eligible for Corps
funding, and of those I believe that about 90 to 100 are actually
receiving funding in the President’s request.

Senator LANDRIEU. With the number about $44 billion be about
accurate, $44 billion, opportunities that are not funded?

Mr. WooDLEY. That might—well, of course that would not be in
any given year. That would be the total build-out for the entire
amount.

Senator LANDRIEU. That is correct.

Mr. WOODLEY. But I cannot confirm the number, but it would not
surprise me.

Senator LANDRIEU. Well, let me then try. I am going to say a
number and if you disagree with me for the record then you can
get back in writing. But basically our records reflect, my records
reflect, that we have about $44 billion in—let us use your word—
opportunity to protect Americans from flooding, to promote naviga-
tion and economic development, and to protect wetlands, coastal
restoration, et al., as described in the charge.

And the way that I look at it and many Members of Congress
is we are about $42 billion short, because in this budget we have
approximately $1.5 billion for new construction, then x few billion
for operations and maintenance.

But I want to focus on, because all the hearings are, as you testi-
fied, we have 5 percent more money than last year. Since the last
year number is irrelevant to the people that I represent, 1,200 of
whom who have lost their lives because it was too low, 5 percent
more does not have any relevance to me or to the people I rep-
resent or to the gulf coast. So I am going to try to focus us on what
the real pending crisis is. That is that this budget is so far short
of where this Nation needs to be in investments in civil works it
is almost in my view not worth discussing.

For the record, I want to be clear that there is 44—before we
pass the next WRDA bill, which 88 of us have signed on to get
passed, which will add how much, $10 billion to $13 billion in new
authorized projects which everyone is clamoring for, we have $44
billion worth of projects that do not have a penny allocated to them
in this budget.

Now, that is the first point. The second point I want to make is
I want to show you a little chart of why this is of significance for
the country. I am going to provide this to the members. This is a
chart that I got from the National Civil Works—American Civil
Works Society. You can see it goes back to 1929. This is 2004, I
guess. This is where the levees broke in New Orleans, the bottom
of this long, dangerous, nonsensical, irrational, irresponsible, fund-
ing level. This is where they broke.

You can see what happened in the early part of the century, and
even just going back as recently as—this is a percentage of GDP.
This is the investment gap in America today just on civil works.
But it is not just civil works; it is all water projects, all flood con-
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trol projects in the country. And this is a disgrace. This budget is
a disgrace because of that.

The paragraph that introduces this budget I would like to read,
is an insult to me and the people that I represent: “The fiscal year
2007 civil works budget is a performance-based budget which re-
flects a focus on the projects and activities that provide the highest
net economic and environmental returns on the Nation’s invest-
ment or address significant risk to human safety.” That is an insult
to the people I represent because it is a lie, because it does not.

Now let me ask you this question. When the Corps conducts a
feasibility study on hurricane protection projects, does the current
law direct you or indicate to you that you have to conduct that fea-
sibility study for life and property, or is it just for property? Do you
take human life into your calculations, technically? Do you do, Gen-
eral Strock? To General Strock or really to the engineers. Go
ahead.

General STROCK. Not per se, ma’am. We do not take that in as
a factor. We use sort of a surrogate for that, which is we do con-
sider economic development, and typically where there is economic
development there are people. So the main driver is economics and
tradeoffs there.

Senator LANDRIEU. I just want to call to the attention of this
committee that that is something that we are going to have to take
a look at, because this comment about human life, human safety,
is a stretch based on the fact that it is just extrapolated from eco-
nomic data. So some of us are looking very closely at asking for
human life to be a calculation in these studies because it may have
a direct impact then on whether some of this gets built or not.

But that is why I take issue with this, because it is not included
right now—I know that for a fact—in your assumptions.

General STROCK. Ma’am, if I could just modify a bit. That is not
our traditional method of valuing human life and human lives ex-
posed, but this year we do have a criteria in the budget that for
a given likelihood of an occurrence for a certain amount of flows,
for the density of populations, we do consider projects as high-risk
projects. It has to do with warning time, people in the flood plain,
potential depth of flooding and velocities.

So this year in looking at high risk projects that should be sup-
ported, we have taken that into account.

Senator LANDRIEU. Well, I appreciate you taking that, that extra
step, because in the current laws, which we are going to rec-
ommend be changed, that has not been in the past calculations.
And besides these numbers being low, that is also a critical compo-
nent, with populations moving closer and closer to water, whether
they be coasts or along great rivers or lakes, et cetera. It becomes
a real serious issue that makes these numbers that are pretty dev-
astating even worse.

Let me ask for some clarification on the $6 billion, and whoever
can answer this the best. Last week our administration received
what I consider a bombshell of an additional $6 billion that is need-
ed to meet the current authorization levels or the current safety
levels or the certification, if you could explain which of those it is.
How did you arrive at that figure and do you think it is accurate
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for southeast Louisiana? And I do not know who wants to take
that. Maybe General Strock. You conducted the—

Mr. WOODLEY. Actually, Senator, that figure had to do with the
question that was raised to the Corps at the local level, at the dis-
trict, on making assumptions with respect to the base flood ele-
vation that may eventually be determined by the FEMA for the
new flood maps. The question there was, can you give us a rough
order of magnitude, a very-swiftly-arrived-at estimate of what the
outside cost to raise those levees by a certain amount might be.

We have—the only thing I can tell you is that we answered that
question. Those figures have been—are being refined even now, so
I would not

Senator LANDRIEU. So you are saying, you are saying that FEMA
requested that information of you?

Mr. WOODLEY. Yes, ma’am.

Senator LANDRIEU. FEMA requested that information. How long
did they give you to—when did they request it? And when you said
you hurriedly put it together, did you put it together, General, in
2 weeks or 3 weeks or 5 weeks?

Mr. WoODLEY. I would say perhaps even less than that. I am not
exactly sure of the precise chronology, but it was a very swift ques-
tion. It was based on, as far as I understand the estimate——

Senator LANDRIEU. Did you take more than 48 hours to put it to-
gether? General, try to testify. How long did it take you to put that
together——

General STROCK. Yes, ma’am. If I could just back up a bit and
talk——

Senator LANDRIEU [continuing]. And is it accurate?

General STROCK [continuing]. About the process here. Mr.
Woodley cited the base flood elevations, which determine the 100-
year flood plain that is identified by FEMA. We participate and
support FEMA with hydrologic studies to determine just what that
flood plain should look like. So we are a supporting agency to
FEMA in making that determination.

We all recognize that after a storm of the magnitude of Katrina
that it would impact the base flood elevations that would be ap-
plied post-Katrina, because Katrina is such a massive storm that
it really influenced the record which is used to determine that.

It was about the November time frame, I think, when we con-
cluded what those base flood elevations should be, and in fact we
have issued those advisory notices in all the counties and parishes
along the coasts that were impacted except for the four in the New
Orleans area. We did not at that time go forward because the ini-
tial feeling was that it was such a high elevation that it would
make a dramatic impact. So what we asked is that we should delay
the issue of those base flood elevations until we had time to really
do some more refined analysis, and then also to consider the im-
pacts.

In the process, we determined that, given the base flood ele-
vations that we arrived at, we could not certify most of the levee
system around New Orleans to a 100-year level. It was not an im-
portant question on the gulf coast in Mississippi because there are
no levees to certify. It is what it is. But when you are behind a
levee, if you can certify the levee to a 100-year it essentially takes
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out the people and infrastructure behind that levee, it takes them
out of the flood plain.

So our ability to certify levees was then an important question.
As we did that analysis, we determined that in most cases we could
not certify the levees to 100-year protection levels, which essen-
tially puts everybody in the flood plain and they act like the levee
is not even there. So it has tremendous implications.

As a result of that, we were asked what it would cost to raise
the existing projects to 100-year level, and the number that Chair-
man Powell put out last week was a preliminary estimate which
we are continuing to refine. I think that you will see at such point
as a decision has been made on this that you will see that estimate
should come down somewhat.

Senator LANDRIEU. Okay, I accept that and I know that this
number can be refined. We are actually hoping that it is refined.
It is hard to get any money around here, let alone $6 billion, so
we are hoping it can be refined.

But I just want to press this for just a minute. You said 1-in-
a-100-year flood. Would that roughly equate to category 2, 3, 4, or
5 roughly? I know they do not match up, but if you had to chart
it what would it be?

General STROCK. I cannot answer that. I am not sure there is a
direct correlation between the flood plain and the categorization of
storms. What that tells you is that in that area that there is a 1
percent chance in a given year that you will see a storm of that
magnitude.

Senator LANDRIEU. What do we have now in the other parts of
the city? Is that the same 1 percent in 100 years?

General STROCK. Ma’am, about—well, first of all, I think 70 or
80 percent of the city is already in the flood plain. This just adds
more to that.

Senator LANDRIEU. That is not what I am asking, what is in the
flood plain. I am trying to ask—I am trying to establish, so I can
compare apples to apples—the $6 billion which you have rec-
ommended, which will be refined, let us just say it is refined to
$4.5 billion. That number, whatever it ends up being, is going to
build category 2, 3, 4, or 5 levees around the areas that you have
proposed, just roughly? There is no way for you to say whether
they are 2’s, 3’s, 4’s, or 5°s?

General STROCK. I truly cannot answer that. I think that we are
wrong in trying to describe these systems in terms of the category
of storms they can protect against. That has been one of the chal-
lenges throughout, that we simply do not build the category system
for hurricanes

Senator LANDRIEU. It may not be the accurate way, but I can tell
you one of the things that I am going to press very hard as a Sen-
ator is to have some way. It does not have to be a category 1
through 5. It does not have to be 100 to 10,000. But I have to have
some way to explain to people that the levees are going to be either
1 foot, 4 feet, 5 feet, or protect them from x.

So I suggest if you do not like the way we are doing it, General,
we have to come up with a way that is clear to people, that is
transparent, that everybody understands, like this is a $1 bill, you
know what a $1 bill is; this is a $10 bill, this is a $100 bill. We
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c?nnot give you a $100 bill; we are giving you a $1 bill. People are
clear.

We need that, so it does not matter to me. So I am going to leave
that there, but I have to come back to this question. But let me
try, without having the benefit of any levels or any storms, just
say, ask you this way. Whenever we get this dollar amount, if we
do not get this dollar—let me just put it this way. If we do not get
this dollar amount that will be refined, what happens to those
areas in four parishes? They either have to build up to about what
height or what? You said—you did not release the heights. I am
not asking you to. But the general height, is it 13 feet or 20 feet
or 25 feet?

General STROCK. I would have to get back with you, ma’am. It
varies by where you are in the city.

Senator LANDRIEU. Could you give just a range of those four par-
ishes that you looked at? I know you have it in your data. You had
to have it.

General STROCK. Early on, I think in the November time frame,
it was about 17 feet, something like that. The challenge here,
ma’am, is that if the levees are not certified to a 100-year level
then FEMA acts as if they are not there at all. The fact is there
are levees providing protection and you are not going to be fully in-
undated because there are levees there.

What we are trying to do to articulate the level of risk is to show
levels of inundation in a Katrina-like event that would occur on
June 1, 2006 when we complete our current work, what we would
see on September 1, 2007, and then, if we certify it at 100-year and
we build the levees to that, what people could expect in different
parts of the area in terms of depth of the water.

That is how I think is the best way to articulate the risk associ-
ated with this.

Senator LANDRIEU. Well, that may make sense to you, General,
but we are struggling with trying to make that sense to 3 million
people that live in south Louisiana and just need to know whether
the hurricane levees are going to be at a category 3, 4, or 5 or some
equivalent of that and whether it will work or not.

But I am going to leave the testimony at: you are refining the
number, it is a real need for these four parishes, and you have not
requested it in the budget.

General STROCK. That is correct.

Senator LANDRIEU. Secretary, can I ask you, does the President
have any intention of requesting this or what do you think the sta-
tus of that is?

Mr. WOODLEY. I believe that that is a decision that has not yet
been made by the President.

Senator LANDRIEU. So we still can remain hopeful that perhaps
it might be forthcoming. I will just remain hopeful today.

Mr. WOODLEY. Yes, ma’am.

Senator LANDRIEU. Is there anything that you—I just wanted
to—I have 100 questions I could ask, but I wanted to try to hone
in on the $6 billion, on the study, and on the general lack of fund-
ing, which I will conclude by saying that because of that chart I
would suggest that Katrina and Rita have, I hope, ripped away the
curtain of complacency, that we have had a false sense of security
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in this country about the investments that we are making. They
are not adequate, and if we do not find a whole other paradigm we
just cannot not only protect the people along the gulf coast, but we
are investing so little of our gross national product in what I would
think are essential, essential civil works projects, for not just trade
and commerce but for humans, safety of human life. And the safety
and protection of billions of dollars of investments that we have
made all along the coast and all along the great river systems and
all along the great lakes systems of America are at great risk, be-
cause this line is about off the chart. You cannot get much lower
than where it is. You literally cannot go any lower on the chart.
You v‘;fould be off the page, down to zero. Would you hold it up
again?

There is nowhere down to go. And it represents less than, I
think, one-tenth of what we spent in 1929 or 1930 and one-sixth
of what we spent in the 1970’s.

This is what our delegation, just in conclusion, has been looking
at, this precipitous falloff, and thinking we have a coast that has
to be saved, wetlands that are washing away at an alarming rate,
levee systems that are underfunded and underdesigned, and sys-
tems that have to give added money.

So we have got to change this, and we have recommended for us
a solution is getting revenue, offshore oil and gas revenue, to start
investing in the gulf. We have even recommended sharing that
with the other States to help them. Of course we have been re-
buked. We cannot do that. So now we are down to just trying to
find for Louisiana, Mississippi, Alabama, and Texas a new source
of funding to help get these civil works, essential civil works
projects, up.

Because I said, this is where the levees broke. It is just a matter
of time until they break again some other place because we are not
investing nearly the money that we need to. In all fairness to this
administration that I have been very critical of, this did not start
with the current administration. It has been going on quite a long
time.

But I would say one final thing. The reason I am remaining
somewhat critical is in these years we did not always have sur-
pluses, but when we had surpluses we chose to do something else
with them, and funding of civil works was not one of them.

So we have a lot of work to do on this budget. Senator Domenici
has been very, very kind to let us go on. But the $6 billion issue
has to get resolved. The way we define levee protection, you pick
a way, tell us what to do so people understand it. Then the overall
budget number for this budget is something we are going to have
to work on.

Do you want to add anything before we conclude?

General STROCK. Ma’am, the only thing I would add is, one of the
ways that we can get at the business of articulating risk is using
the money that you gave us in the third supplemental to create a
national levee inventory and database, and this budget also re-
quests additional funds for that. That would allow us to capture all
the levees in this country from private through Federal and then
to build a model that would allow us to articulate risk and reli-
ability associated with those, and that will really frame the prob-
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lem and the potential for investment and help us set priorities. So
I think that is a wonderful step that needs to be done.

Senator LANDRIEU. I thank you, General, for raising that. I want-
ed to get a status report. I would just ask you to submit it in writ-
ing, not to take any more time. But I am glad we were able to get
that study in for the Nation, because then you are given an oppor-
tunity to present to the Congress the real needs, and then it is up
to Congress to decide and this administration, are we just going to
not fulfill our responsibilities, pretend like it is not a real risk,
hope we do not get any more hurricanes, pray no river goes over
its boundaries?

I mean, this truly is a Nation at risk right here at home. And
I know we have risk around the world and I am cognizant of what
we are doing in Iraq, but I hope that the study—and you should
be finished with that when? I think it was June?

General STROCK. There is a preliminary

Senator LANDRIEU. A preliminary in June.

General STROCK. August.

Senator LANDRIEU. In August. Preliminary in June and then a
final in August. That will help us. That will be very helpful to the
country.

Our situation is more urgent, as you know, because hurricane
season starts in 2 months. But we will continue to work on it.

General STROCK. Where the New Orleans levees are concerned,
we are doing a study now for those areas that were not obviously
impacted to make sure that they are still structurally intact, and
that will be done certainly in June.

The preliminary report on the levee inventory will be in August,
not the final report.

Senator LANDRIEU. Anything else, Mr. Secretary?

Mr. WoODLEY. Thank you, Senator. It has been a real privilege
to work with you and the rest of the Louisiana delegation on these
important response issues and we appreciate your continued sup-
port for the agency and assure you that we take your views very,
very seriously.

ADDITIONAL COMMITTEE QUESTIONS

Senator LANDRIEU. Well, I appreciate that. You have worked
very closely with our delegation. But this is just not—this current
system does not work. It does not work, did not work for us, does
not work for anyone. We have got to have some serious change.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR PETE V. DOMENICI
REGULATORY ISSUES IN NEW MEXICO

Question. General Strock, I have had Colonel Wang in my office a couple of times
this year concerning a couple of permitting issues with the city of Albuquerque. One
of these concerned the Montano Bridge, which has since been resolved, the other
was the Paseo Del Norte road extension.

The Paseo project involves crossing an arroyo and the issue had to do with the
permitting required. I am simplifying the chain of events here for brevity. The city
originally planned to cross the arroyo with a culvert. The permitting requirements
became so onerous for the culvert, particularly with Corps’ discretionary decisions
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concerning historic preservation consultation, that the city has committed to me
that they will build a bridge instead. A bridge will be considerably more expensive.
I have not heard any status on this project lately.

General Strock, do you know the current status of this project?

General STROCK. The Albuquerque district is processing the Paseo Del Norte as
a Nationwide Permit 14 and 43 for a culvert crossing of Piedras Marcadas arroyo.
The district made a finding of no adverse effect to historic properties. The Advisory
Council on Historic Preservation (ACHP) objected to the district’s determination. As
required by the National Historic Preservation Act, the district is reevaluation their
initial finding of no adverse effect and will provide their decision to the Advisory
Council on Historic Preservation in accordance with the requirements of regulations
800.5(c)(3)(i1) and 800.5(c)(3)(B) in the Code of Federal Regulations, Title 33, Appen-
dix C. This completes the Corps responsibilities under section 106 of the Historic
Preservation Act.

Question. Can you comment on the Corps discretionary roles in the permitting
process, particularly in the area of historic preservation?

General STROCK. Compliance with Section 106 is required for all Federal under-
takings which include issuance of Federal Permits in jurisdictional waters of the
United States. The Corps of Engineers uses nationwide general permits and indi-
vidual permits to authorize activities in compliance with the applicable laws and
regulations. The Corps of Engineers must ensure activities comply with the Na-
tional Historic Preservation Act regardless of the type of undertaking. The Corps
has responsibility for determining the appropriate scope of analysis and the effect
of the undertaking, in this case the activity in waters of the United States, on his-
toric properties, including the direct and indirect effects of these activities. The
Corps must also afford the State Historic Preservation Office (SHPO) and the ACHP
an opportunity to comment on its determination of effect. The Corps must document
how it considered the opinion of the ACHP and SHPO in its administrative record
for the permit decision. Once this is accomplished the Section 106 process is com-
plete.

Question. Also in New Mexico, there is a railroad project called Abo Canyon. This
canyon, which is about 4.5 miles long, has only a single track through it and, as
a result, is a major railway constriction from the west coast to the Midwest and be-
yond.

To maintain efficient transit of goods, it’s essential that a second track be con-
structed through the canyon. I'm told that, before the railroad can construct a sec-
ond track parallel to the existing one, they have to have a permit from the Corps
because a grand total of 0.1 acre of wetlands might be impacted.

Now, General, these so-called wetlands are normally very dry—this being New
Mexico—but I do understand why the Corps would have to be involved, given its
Clean Water Act responsibilities. However, I don’t understand why the Corps is re-
quiring an archaeological investigation of the entire canyon, rim-to-rim, just because
of this one-tenth of an acre of dry wetlands.

Can you explain why the Corps has required this, and why it isn’t over-reaching
on the part of the Corps in defining its jurisdiction?

General STROCK. The Corps of Engineers is evaluating the second rail track for
the Burlington Northern Santa Fe (BNSF) Railroad project in accordance with its
regulations under the individual permit procedures because the project will impact
a total of more than 0.5 acre of waters of the United States at 24 separate locations
along the proposed 4.5 mile alignment. The permit process has been delayed by his-
toric property issues.

Most of the landowners affected by the proposed track have cooperated with and
sold their land to BNSF. The property owners of Dripping Springs Ranch have not
sold their land and oppose the project. BNSF initiated the condemnation process for
this parcel; however, the process is currently in abeyance pending a final decision
on the 404 permit. Thus far, Dripping Springs Ranch has not allowed BNSF to com-
plete a required survey for cultural properties on their property. This is not an in-
significant survey as BNSF has already identified over 100 historic sites along the
proposed alignment. The Corps and BNSF are meeting with the property owners to
resolve this issue.

Due to potential impacts to at least 17 of the 125 sites already identified, the
Corps has determined that the proposed activity will have an adverse effect on his-
toric properties and has sent a letter to the New Mexico State Historic Preservation
Officer (NM SHPO) in accordance with the National Historic Preservation Act. The
Corps will work with the consulting parties (BNSF, NM SHPO, Bureau of Land
Management (BLM), the owners of Dripping Springs Ranch) to develop an MOA to
mitigate for the adverse effects to historic properties in accordance with the regula-



231

tions and law. BLM is involved in this process as BNSF must acquire a small piece
of land from BLM to complete the project.

The district expects to conclude permit evaluation, including the MOA to address
adverse effects on historic properties, in August 2006.

DROUGHT

Question. As you may be aware, we are facing significant drought issues in the
Southwest and particularly New Mexico this year. I wanted to let you know that
I am seeking $5 million in the current Supplemental for the Corps to provide
drought assistance.

Obviously this still has to be conferenced with the House before it becomes law,
but can you describe some of the drought assistance measures that the Corps can
provide under the Stafford Act?

General STROCK. The Corps is the Department of Defense Agent for Emergency
Function 3 (public works and engineering) under the National Response Plan which
is implemented pursuant to the Stafford Act. During a disaster, the Corps will do
what is asked by Federal Emergency Management Agency under the Stafford Act
pursuant to the National Response Plan.

Question. Are there any other programs within the Corps that would allow you
to respond to drought?

General STROCK. There are several ways the Corps can help during droughts inde-
pendent of the Stafford Act. These authorities are summarized below.

—Emergency Provisions of Clean Water.—Public Law 84-99, as amended. Water
can be provided to a community that is confronted with a source of contami-
nated water.

—Emergency Well Construction.—Public Law 84-99, as amended. Authorizes the
construction of wells or the transport of water.

—Planning Assistance to States.—Public Law 93-251, as amended. States may ob-
tain Corps water resources planning expertise on 50/50 cost shared studies to
develop plans related to the overall State water plan. This plan must be devel-
oped prior to any water shortage in order to be effective.

—Drought Contingency Plans for Corps Reservoirs.—Provides for release of water
from Corps reservoirs during drought. Not in law, but is part of the operation
of Corps reservoirs.

—Drought Contingency Water—Section 6 of the 1944 FCA. When available, the
Corps can sell surplus water to a State or political subdivision, which agrees
to act as a wholesaler.

—Reallocation of Storage.—Public Law 85-500. This permits the reallocation of
storage from an existing purpose to M&I water supply. This plan must also be
developed prior to any water shortage in order to be effective.

—Interim Use of M&I for Irrigation.—Section 931, Public Law 99-662. This pro-
gram is limited in that it is only applicable to certain projects.

KATRINA

Question. Hurricane Katrina was a terrible blow to this Nation. The costs in
terms of human suffering are incalculable, and the costs of response and recovery
have been staggering to the Nation’s treasury.

ffGen(e)ral Strock, can you give us a quick status update of the current rebuilding
efforts?

General STROCK. Task Force Guardian has awarded all of the 59 separate con-
struction contracts identified as being needed to restore hurricane protection to
southeast Louisiana. As of April 5, 2006, a total of 20 of the 59 construction con-
tracts have been completed. Repairs to the Mississippi River levees (105 miles) have
been completed and all vessels (155) have been removed from the levees and
floodwalls. Of the 59 contracts, 54 (91 percent) were awarded to local businesses,
36 were awarded to small businesses, 15 were awarded to 8(a) firms, and 7 were
awarded to HubZone firms. The total estimated cost of the repairs is $800 million.

Question. General Strock, I have been told that the United States Geological Sur-
vey says that the storm surge from Hurricane Katrina, is the greatest recorded
storm surge to ever hit the United States. Can you confirm this? This was, in fact
a large hurricane that struck, contrary to what may have been said. Is that true?

General STROCK. To our knowledge, the statement made by the USGS is correct.
The highest “storm-tide” (surge plus astronomical tide component) other than
Katrina of which we are aware of was generated by Hurricane Camille, 1969.
Camille’s “storm-tide” is given by the National Oceanic and Atmospheric Adminis-
tration’s National Hurricane Center as 24.6 feet at Pass Christian, Mississippi. Dr.
Andrew Garcia, of the Corps’ Coastal and Hydraulics Laboratory, recalls others re-
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ports of around 27 to 28 feet attributed to Camille, but Katrina’s “storm-tide” at
W?veland, Mississippi was right at or exceeded even these undocumented Camille
values.

Question. Along with everyone else, I have read numerous articles, from various
“experts” about the levee failures in New Orleans. Most of these “experts” have indi-
cated that the Corps was aware of potential problems with the levees as designed
and constructed. Further there has been considerable comment that these levees
should have withstood the effects of Katrina. General Strock, I need to know from
you what is the Corps’ response? Is there any fire to go with all of this smoke? Or
is this speculation from self-described experts without access to all relevant data?

General STROCK. The Federal storm damage reduction system is composed of mul-
tiple Federal projects, authorized and constructed over many years. Some features
had not yet been completed at the time of the storm. Others were built by the local
sponsors and incorporated into the system under specific authorization language en-
acted by the Congress for this purpose. The Corps was aware that some areas of
the levees were no longer at design grade due to subsidence or settling. We now sus-
pect that design deficiencies may also have played a role in the failure of some I-
walls. On a larger scale, the design of the built system was significantly different
from the design that the Corps initially identified for the Lake Pontchartrain water-
front. To what degree the Corps was aware of these or other problems, or of the
potential for such problems, prior to Katrina is a matter currently being assessed.
I can assure you, however, that the way in which the Corps recommends projects
and deals with any known, suspected, or anticipated problems is a matter that I
consider critical to our future.

Question. General Strock, can you give us a brief overview of the findings from
the Interagency Performance Evaluation Team to date?

General STROCK. The Interagency Performance Evaluation Team, or IPET, is an
outstanding group of experts from government, industry, and academia that are lit-
erally working around the clock to complete an in-depth analysis of the performance
of the Hurricane Protection System. IPET is looking at how the system was de-
signed and constructed, the forces it experienced during Katrina, how the system
performed, and what mechanisms caused the catastrophic breaching. IPET has done
everything from putting boots on the ground to collect data and eyewitness accounts
to pushing the modeling envelope with supercomputer model runs of Katrina’s
storm surge.

The IPET draft final report is scheduled for release on June 1. I expect both the
consequence and risk analyses in that report will be invaluable tools to evaluate ad-
ditional hurricane protection measures in the near term and for future higher levels
of protection.

But IPET has already made great contributions from its findings to date.

IPET determined the failure mechanisms for structures that breached prior to
reaching their design levels, such as the 17th Street and London Avenue Canals.
This knowledge of “how and why” is being used to assess the integrity of all other
similar sections of floodwalls in the system. These results also helped in the devel-
opment of specific strategies to strengthen I-wall sections that are outside the out-
fall canals, including stability berms, relief wells, deeper sheet piles and limiting
wall cutoff heights to significantly increase the stability of these structures.

IPET determined why levee sections failed because of overtopping and scour, such
as those along the Inner Harbor Navigation Canal. This information has fueled re-
pairs that include substituting T-walls for I-walls to increase resistance to scour
from overtopping and resistance to failure from lateral forces, such as surge and
waves.

IPET found levee sections that were overwhelmed by surge and waves with dam-
ages that related to the levee elevations and the strength of the levee materials.
IPET lessons learned are being used to select the types of materials used in the
levee reconstruction and the height of their construction in areas such as St. Ber-
nard Parish.

IPET also found sections of floodwalls and levees that performed very well during
Katrina, such as the Orleans Outfall Canal. IPET is providing these equally impor-
tant lessons learned to the repair and reconstruction efforts.

Every lesson learned that IPET has provided has received immediate attention in
the repair efforts. In some cases, repair design activities were halted and changed
to take advantage of IPET knowledge. IPET work also helped validate significant
temporary measures, such as the temporary gates and pumping capabilities at the
Lake Pontchartrain end of the outfall canals.

IPET input is also being used in design guidance for enhanced protection projects
to ensure the New Orleans area protection system is better and stronger than be-
fore. We feel strongly that the IPET contributions will help us achieve this goal.
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Question. As I understand the current situation concerning levee rebuilding situa-
tion, funding provided through enacted supplemental appropriations will complete
the levee system as currently authorized. This includes rebuilding levees to the au-
thorized levels of protection as well as repairing non-Federal levees and pump sta-
tions. This system was not completed before Katrina. Is that correct?

General STROCK. That is correct, although cost increases are possible. Funding
was provided in the enacted supplemental appropriations to repair the system to
pre-Katrina conditions, to accelerate completion of the system and to rebuild those
parts of the system that were below design height due to subsidence. Funding was
also provided to repair non-Federal levees and pump stations. The money provided
was based on the best information available at the time and it is possible that the
cost for some of this work may increase. For example, at the time of the third sup-
plemental, the IPET findings concerning floodwall stability were not known. Fur-
ther, long-term subsidence will require that additional levee lifts be constructed for
some of the levees in the protection system. These lifts must be constructed on aver-
age every 4-5 years until the subsurface soils stabilize. Funds provided through the
supplemental appropriations do not cover these costs.

The system was not completed before Hurricane Katrina.

Question. Further, the President’s latest supplemental takes the first steps to im-
prove this system beyond the project originally authorized by authorizing and appro-
priating funding to remove many of the now obvious weaknesses in the system. This
includes closing off the interior drainage canals and providing navigable closures on
the Industrial Canal and the Gulf Intracoastal Waterway, raising and hardening in-
terior pumping stations and armoring levees where appropriate. These seem to be
a reasonably measured approach to improving the system, based on current infor-
mation. Are you aware of additional work that we should be considering as a part
of this supplemental?

General STROCK. The President’s supplemental provided appropriate funding for
these measures to improve the New Orleans hurricane systems. Additional work has
been considered but we are not prepared to recommend these projects for funding
at this time. Three of these include a more costly plan ($190 million) to deal with
the interior canals that, if proven to be technically feasible, may be a more reliable
method of providing interior drainage; a plan to incorporate into the system non-
Federal levees on the East Bank in Plaquemines Parish ($94 million); and a plan
to repair some non-Federal levees in western areas.

Question. Director Powell has recently indicated to the Congress that it could cost
as much as $6 billion just to restore the levees in the New Orleans metro area to
provide 100-year level of protection. Why has the 100-year level of protection
changed so drastically? What is your confidence level in the cost estimates that com-
pose this $6 billion figure?

General STROCK. Restoring 100-year certification is now a much different task
than simply restoring the current levees, primarily because of the new storm data
and new abilities to better predict storm impacts. Quite simply, the 100-year storm
is now calculated to be a much larger storm than envisioned in the past. Also, we
now realize that in some areas the generated storm surge, even from a smaller
storm, can be significantly larger than was indicated by models in the past. Because
of this new data, our task is not a matter of simply restoring or rebuilding the cur-
rent levees. Based on analysis of an extended historical period of storm data includ-
ing the Katrina and Rita events and utilization of more refined modeling technology
now available, which considers such factors as losses in wetlands and natural lines
of defense that may limit attack during major storms, land subsidence and other
coastal area changes, the currently authorized grade of levees would not be high
enough to prevent overtopping during occurrence of the revised 100-year frequency
storm surge. In many places the levees will have to be significantly higher and
stronger than they were before Katrina in order to provide protection from the
newly calculated 100-year hurricane.

The $6 billion figure for the cost to complete the system to provide 100-year level
of protection was a preliminary rough order of magnitude estimate at a point of
time, and further analysis is needed.

Question. We have requested the Corps to undertake studies for improving protec-
tion to the New Orleans area to “Category 5”. The interim report for this study is
due in June 2006. Where would 100-year level of protection fall in improving levees
to this new “Category 5” level? Is it possible that work undertaken to get to this
100-year standard would be incompatible with the “Category 5” level?

General STROCK. The revised 100-year level of levee protection for the New Orle-
ans area would be at a lower grade than the grade required to protect the area from
a major Category 5 storm using a single line of levee protection along the existing
alignment. However, the 100-year levees along the basic “footprint” of the existing
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levee system currently being repaired would function as a “useable increment” in
a system of hurricane protection that utilizes multiple or redundant lines of protec-
tion.

Question. How does coastal restoration rank as a means of providing immediate
hurricane protection? Long range hurricane protection?

General STROCK. The lessons of Hurricane Katrina show the dangers of depending
upon a single line of levee defenses. The presence of coastal features, such as wet-
lands, cheniers, swamp forests, and barrier islands, prevent inland hurricane protec-
tion structures from being directly exposed to open gulf conditions during storms.
Hurricane protection systems having direct exposure to the Gulf have greater poten-
tial for performance problems during storms, and will also likely have higher con-
struction, operations, and maintenance life cycle costs. Protecting existing coastal
features that provide this buffering function to current hurricane protection systems
has short-term benefit, insuring against decreased system performance reliability
and increased systems operations and maintenance costs over the project life cycle.
Restoring coastal features is a long-term measure that should increase reliability of
the existing and future hurricane protection systems that may be installed, as well
as likely minimize their construction, operations, and maintenance costs over a life
cycle.

Question. What do you see as the next steps in rebuilding the New Orleans lev-
ees?

Mr. WOODLEY. By June 1, we will be restoring the level of protection to pre-
Katrina conditions. We have already begun the work to accelerate construction on
some of the uncompleted features of the system and to rebuild subsided levees to
design height and repair non-Federal levees and pump stations. The next steps are
providing a better and stronger system, ensuring that floodwalls are reliable, build-
ing the system high enough to provide 100-year protection, and evaluating even
higher levels of protection.

Question. As a result of Katrina, what have you learned about how flood control
and hurricane protection projects should be evaluated? That is, how should we go
about considering the possibility of serious risks to human life as opposed to evalu-
ating projects strictly on the basis of economic losses prevented?

Mr. WOODLEY. Based on the lessons learned from Katrina, we need to take a hard
look at our policies for establishing levels of protection. When risk to life is possible
during events exceeding given levels of protection, this loss of life risk must be ad-
dressed as a part of the decision process on level of protection, along with the eco-
nomics, that is, net benefits of each level of protection. Formulation considerations
include minimizing catastrophic potential in areas where large populations are at
risk or evacuations are not easily accomplished when emergencies occur. These tech-
nical considerations are currently imposed only for design of high hazard dams, and
similar considerations need to be evaluated for high hazard levee and flood protec-
tion systems. For instance, we are using risk and reliability analysis concepts in the
evaluation of alternatives for the South Louisiana Hurricane Protection report. It
should be noted that selection of a plan that includes life safety considerations is
permitted under the Principles and Guidelines for water resources planning, in that
the agency head may recommend a plan that does not maximize net national eco-
nomic development benefits.

As an interim measure, the fiscal year 2007 budget proposes funding for already
authorized projects that provide significant reductions in life risks. I expect that fu-
ture budgets also will address life risk considerations.

CONTINUING CONTRACTS AND REPROGRAMMING

Question. In the fiscal year 2006 E&WD appropriations act, the Congress made
significant changes in how funds are to be spent, which will result in similarly sig-
nificant changes in how the Corps manages its program.

General Strock, has the Corps assessed the impact of these changes on program
execution and, if so, what are they?

General STROCK. The guidelines for reprogramming and the use of continuing con-
tracts as set forth in the fiscal year 2006 E&WD appropriations act and accom-
panying conference report have brought about many significant changes in how we
manage our Civil Works Program. We no longer emphasize expenditures as a meas-
ure of success. The volume of reprogrammings is significantly reduced.
Reprogrammings that exceed the dollar and percentage thresholds established in
the fiscal year 2006 act now require more coordination. We anticipate an increase
of carry-over funds in the short-term as we realign our budgeting, planning, and
execution practices.
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Question. For many years, the Corps carried a fairly significant amount of its
available construction funds unobligated from one year into the next. This unobli-
gated carryover afforded the Corps flexibility in meeting unforecasted needs and
was a practice generally supported by this committee.

Several years ago however, it became apparent to us that this practice must be
changed and, at the urging of this committee, the Corps increased its execution per-
formance and eliminated the carryover.

With the new program management practices required by the fiscal year 2006
E&WD act, will this carryover reappear? If so, how much will it be, approximately,
by the end of the year? After next year, assuming a constant appropriation level?

General STROCK. As stated earlier, execution performance will no longer be meas-
ured simply by the percentage of funds obligated or expended and an increase in
carried-over funds is expected. Our estimate of unobligated funds to be carried over
at the end of fiscal year 2006, according to the execution schedules developed after
the appropriation of fiscal year 2006 Energy and Water funds, is as follows. Dollars
in are in thousands. Funds provided in supplemental appropriations as of April 5,
2006 are included and account for the majority of the total unobligated carryover.

Unobligated Carryover $1,000
Appropriation

E&QW Supplemental

Investigations $49,495 $2311
Construction 345,702 7,406
0&M 164,345 10,384
MR&T 92,618 46,889
FCCE 800,000
Expenses

Regulatory 16

FUSRAP 974

Since the fiscal year 2006 appropriations were not enacted until last November,
adjustments had to be made in the scheduling of funds during the Continuing Reso-
lution. In addition, in fiscal year 2006 we received substantial hurricane-related
supplemental appropriations. Therefore, the amount carried over from fiscal year
2006 may not be a good indicator of what to expect at the end of the following year.

Question. What changes to the requirements contained in the fiscal year 2006 act
would you recommend to assist you in better use of the funds appropriated to the
program?

Mr. WoOODLEY. The fiscal year 2006 Energy and Water Appropriations Act in-
cludes language that has enabled the Corps to limit the use of continuing contracts
and thereby increase the use of other kinds of contracts (such as fully-funded con-
tracts and base bid-plus-options contracts) for projects authorized for construction.
The fiscal year 2007 budget proposed to amend this language for fiscal year 2007
to enable the Corps to limit the use of continuing contracts and thereby expand the
use of other kinds of contracting instruments for operation and maintenance activi-
ties as well.

Question. If these changes remain unchanged for several years, will you be able
to award and carry out as many construction contracts as you have under the pre-
vious rules? Can you estimate or characterize the differences for us?

General STROCK. The fiscal year 2006 Energy and Water Appropriations Act has
enabled the Corps to expand the use of contracting instruments other than con-
tinuing contracts in its construction program. The Corps recently issued guidance
to ensure that the construction program is using continuing contracts only where
they are the most appropriate contracting instrument. The fiscal year 2006 act did
not, however, include a further reform proposed in the fiscal year 2006 budget,
which would have provided the Corps with the kind of multi-year contracting au-
thority used by other Federal agencies. In the absence of such authority, efforts to
reduce reliance on continuing contracts could affect the number of awarded con-
tracts during a transition period of up to a few years.

Question. The Corps has been awarding so-called continuing contracts for many
years . . . since 1922, I'm told. This is where you award a contract that will take
more than a year to execute and where you depend on appropriations in future
years to fund the contract earnings expected in those future years.

General Strock, what is the Corps’ experience with that type of contract? That is,
have they presented great challenges or otherwise not served the Nation well in the
years you've been using them?
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General STROCK. Continuing contracts, like the multi-year contracts used by other
Federal agencies, enable the Corps to incrementally fund work on any water re-
sources project (studies, design, construction, or operation and maintenance) that
the Congress has not fully funded up front. However, unlike the multi-year con-
tracting authority of other Federal agencies, the continuing contract authority of the
Corps has few constraints and allows the Corps to legally bind the Federal Govern-
ment to pay future costs in advance of appropriations. The use of our continuing
contract authority has resulted over the years in a large number of long-term con-
tracts with high out-year funding commitments to one provider, and limited the
ability of the Executive Branch and the Congress to set priorities in the civil works
program. Obviously, there are other challenges as well, particularly when the con-
tractor’s earning rate is greater than anticipated and significant reprogramming
from other projects is required.

Question. How do you plan to manage your contracting in light of the guidance
on continuing contracts contained in the fiscal year 2006 act? That is, will you
award fewer contracts? If so, how many fewer contracts in the current fiscal year
would you expect to award than if you didn’t have this guidance?

General STROCK. Generally, the Corps is issuing a continuing contract in the con-
struction program only when other contracting options such as fully-funded con-
tracts, incremental contracts, or other contracts are not appropriate, and only with
reasonable assurance that the continuing contract will be funded in the out years.
In the short-term, fewer contracts are being awarded. However, I cannot make a nu-
merical projection of the difference. In the long-term, we would expect the number
of contracts to be as much or more than in previous years, assuming the same over-
all funding level.

Question. What is the long-term impact on the number of projects you will have
underway at any given point in time? That is, will you then be able to have fewer
projects underway at any given time?

General STROCK. Because we are waiting for sufficient funds to fully fund some
contracts, there will be a deferral of these contracts in the short-term. In the long-
term, at any given out-year funding level, the number of projects underway at a
given time would be the same.

CONTINUING CONTRACTS

Question. How many continuing contracts has the Corps awarded in fiscal year
2006 cslir)nce fiscal year 2006 Energy and Water Development Appropriations Act was
passed?

General STROCK. There have been a total of 12 continuing contracts awarded as
of the end of the second quarter of fiscal year 2006.

Question. How many continuing contracts have you disapproved and why?

Mr. WOODLEY. There are three continuing contracts that have been disapproved
and/or sent back for reevaluation, because either the proposal did not satisfy the cri-
teria laid out in the Corps fiscal year 2006 program execution guidance, or the anal-
ysis of whether another contracting mechanism would be efficient and effective in
the circumstances was inconclusive.

Question. What are your criteria for determining to award a continuing contract?

Mr. WOODLEY. The Corps uses several criteria. In accordance with the fiscal year
2006 Program Management EC, several questions must be answered during evalua-
tion. These questions include whether the amounts available and that have been
identified for reprogramming in fiscal year 2006 are sufficient to fully fund the con-
tract, and, if the amount available in fiscal year 2006 is not sufficient to fully fund
the contract, whether the scope and schedule of the contract are appropriate for the
features of the project to be constructed. If the amount available is insufficient and
the scope and schedule are appropriate, then different contracting vehicles are ex-
plored and analyzed. If other relevant contracting options are not appropriate, and
delay of the contract to fiscal year 2007 or later would result in significant con-
sequences, a continuing contract may be recommended. My office also assesses
whether future appropriations to support the contract are likely, based on recent
funding history, the fiscal year 2007 President’s budget, and the House, Senate, and
Conference Reports when available.

Question. Have the directions in the fiscal year 2006 Energy and Water Develop-
ment Appropriations Act caused any difficulties for the Corps?

General STROCK. The new guidelines have encouraged improved discipline in the
system, but they also have introduced some delays in part by requiring elevation
to the Washington level of day-to-day operational decisions that previously were
made in the district offices.
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With respect to reprogramming, we face the challenge of transitioning our budg-
eting and execution practices to an environment with limited reprogramming, in-
cluding the challenge of funding previously incurred payback commitments and the
challenge of addressing pressing or emergency situations and situations with strong
business cases.

With respect to contracting, the limited use of continuing contracts will result in
the delay of some contracts during a transition period until funding and contracting
decisions are aligned.

All told, these changes have not caused significant difficulties. Carryover will in-
crease in the short-term. These changes have also provided an opportunity to look
for ways to improve the overall performance of the civil works program.

REPROGRAMMING

hQuesgion. How many reprogrammings have been approved within the Corps au-
thority?

General STROCK. Such reprogrammings are an ongoing process throughout the fis-
cal year and tend to become more frequent as the year goes on. However, the fol-
lowing snapshot at the end of the second quarter should give a reasonable estimate
as to the rate of reprogrammings within the appropriation accounts:

—Investigations—6 gainers, 2 sources;

—Construction—13 gainers, 14 sources;

—O&M—7 gainers, 5 sources;

—MR&T—7 gainers, 5 sources.

Question. How many reprogrammings that require prior notification to Congress
have been proposed and how many have been approved?

General STROCK. As of the date of the hearing, the Army recently has submitted
ten requests for reprogramming to OMB. OMB has cleared two of them already and
is reviewing the others.

Question. To what do you attribute the failure to approve proposed
reprogrammings in a timely manner?

General STROCK. Few reprogrammings are proposed due to the difficulty in find-
ing suitable sources. One type of suitable source would be one for which the funds
are excess to the total needs of the source project due to savings, such as from a
low bid or changed site conditions; however, such situations are relatively rare. In
the past, another fairly reliable source was slipped earnings due to delayed awards;
but the expectation was that the revoked funds would be restored when needed. The
guidance in the fiscal year 2006 conference report that there be no expectation of
such payback commitments has nearly eliminated sources with slippages.

Question. Have the directions regarding reprogramming in the fiscal year 2006
Energy and Water Development Appropriations Act caused any difficulties for the
Corps and do you have any recommendations as to how the directions in the fiscal
year 2006 Appropriations bill might be improved?

General STROCK. The new guidelines have encouraged improved discipline in the
program. We face the challenge of transitioning our budgeting and execution prac-
tices to an environment with limited reprogramming, including the challenge of
funding previously incurred payback commitments and the challenge of addressing
pressing or emergency situations and situations with strong business cases.

The administration’s proposals for fiscal year 2007 are reflected in proposed bill
language in the Budget Appendix. We would like to move toward a system that re-
tains the benefits of this discipline, but that returns day-to-day operational decisions
to the district level, perhaps in combination with periodic reporting to the Appro-
priations Committees on actions taken the prior quarter, to give them the oppor-
tunity to assess whether the committee’s guidance and the Corps’ own policies have
been followed.

QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER
HOPPER DREDGE MCFARLAND

Question. Significant and timely maintenance, repair and replacement of systems
and equipment in the amount of $25 million have been accomplished onboard the
McFarland in the past 10 years. These include:

—Complete replacement of riveted seams (both port and starboard sides) resulting
in all welded steel hull with estimated hull life extension of an additional 25
years;

—Phased renewal of all 12 hopper door frames;

—Phased overhaul of all 12 hopper door operating gear;
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—Replacement of Steering Gear Control System;

—New propeller shafts;

—Complete replacement of propulsion control system from pneumatic system con-

trol to electronic controls; and

—Phased overhaul of all engines and generator.

In its November 2005 report to Congress regarding the future operation and con-
figuration of the Federal hopper dredge fleet, the Corps states that an additional
$20 million in major overhaul and repair activities must be expended to keep the
Hopper Dredge McFarland operational.

It is my understanding that a one-time expenditure of this magnitude would be
required only if the decision were made to transition the McFarland to ready re-
serv«}al st:iltus, and that the McFarland can continue to work without this $20 million
overhaul.

On what grounds was the assertion made that the McFarland requires $20 mil-
lion in overhaul and repair work?

General STROCK. The $20 million overhaul and repair would be needed in either
case, whether the McFarland were to be placed in ready reserve or if it were to work
a full schedule.

Question. What specific repairs in the amount of $20 million are needed to keep
the McFarland operational?

General STROCK. The current engine room, with 11 engines, is not the optimal
configuration, nor the safest means of powering the McFarland. The majority of the
repair costs would be used to repower the dredge with modern low emission engines,
reduce the number of engines, and substantially improve the efficiency of operating
the McFarland. The current manner of controlling the drag arms on the dredge is
also not the optimal manner in which to perform this operational activity on the
McFarland. Costs were included in the estimate to reconfigure the dual drag tender
stations into a modern central drag tender station, thus reducing the crew require-
ments and improving the operational efficiency of the dredge. Additional items in-
clude removal of all asbestos on the dredge for the safety of the crew and other im-
provements.

Question. Port stakeholders were not invited to be members of the Industry/Corps
Hopper Dredge Management Group (ICHDMG), formed by the Corps and Dredging
Contractors of America. The port and waterway stakeholders, and the customers
they serve, are the ultimate end users of the any federally contracted dredging con-
tracts.

Failure to adequately respond to emergency dredging requirements, and the in-
creasing cost of dredging, ultimately affects the competitiveness of the Nation’s
ports and waterways transportation system.

General STROCK. The ICHDMG was formed in response to Section 237 of WRDA
96. The purpose of the ICHDMG is to maximize the effectiveness and efficiency of
our Nation’s hopper dredging resources, to enhance the viability and competitive-
ness of our ports and waterways by maintaining communication between the Corps
and the hopper dredging industry and to ensure procedures are in place and suffi-
cient hopper dredges are available to respond to urgent and emergency dredging
while meeting needed routine dredging requirements. The ICHDMG is a working
group that is focused on identifying hopper dredging problems and crafting solu-
tions, sharing information, diffusing potential problems, and coordinating schedules
on a national basis. In the past some of the shipping stakeholders and ports have
participated in ICHDMG meetings. In addition, the Corps district offices work di-
rectly with the many ports throughout the Nation to ensure that these important
stakeholders are fully engaged in all aspects of the Corps dredging program that
affects their interests.

Question. Should port stakeholders be included in the ICHDMG to ensure their
participation in the decision-making process regarding Federal hopper dredging?

General STROCK. Any interested port stakeholders would be most welcome to par-
ticipate in ICHDMG.

QUESTION SUBMITTED BY SENATOR MARK DAYTON
POWDER RIVER BASIN EXPANSION PROJECT

Question. What steps is the Army Corps of Engineers taking to ensure that a com-
plete and thorough review is conducted prior to issuing permits under Sec. 404 of
the Clean Water Act and Sec. 10 of the Rivers and Harbors Act for the proposed
construction of the Powder River Basin Expansion Project, also known as the Da-
kota, Minnesota & Eastern (DM&E) Railroad project?
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General STROCK. The Omaha District began coordination (pre-application meet-
ing) with the Dakota, Minnesota and Eastern (DM&E) Railroad relative to the Pow-
der River Basin Expansion Project in November 6, 1997. The Omaha District par-
ticipated as a cooperating agency under the National Environmental Policy Act
(NEPA) with the Surface Transportation Board (STB) in the formulation of an Envi-
ronmental Impact Statement to ensure that requirements of Section 404 of the
Clean Water Act were addressed concurrently with the STB’s review process.

The Omaha District received two Section 404 permit applications for the Wyoming
and South Dakota portions September 15, 2000. A Section 10 permit application was
submitted to the U.S. Coast Guard for a bridge replacement on the Missouri River
at approximately the same time since that agency is responsible for that action.

The STB rendered a decision to authorize the project under its program respon-
sibilities January 28, 2002 which was the subject of litigation (Mid States Coalition
for Progress v. STB). The 8th Circuit Court of Appeals remanded the decision and
required that additional study and analysis be completed in four specific areas of
the EIS. A supplemental EIS was formulated, which the Omaha District partici-
pated in as a cooperating agency. The supplemental EIS was released January 6,
2006. The STB issued a new decision authorizing the project and is the subject of
current litigation (Mayo Foundation v. United States of America and STB) in the
8th Circuit Court of Appeals.

The Omaha District has ensured that the information formulated in the EIS ad-
dresses our information and data needs. Omaha has also continued coordination
with DM&E on the permit applications in an attempt to address outstanding infor-
mation needs that were identified since December 4, 2001. Action on these applica-
tions since 2002 was minimal due to DM&E’s focus on litigation and addressing di-
rection from the court. A meeting with Omaha District staff in Cheyenne, Wyoming,
is scheduled to address outstanding information needs and administrative processes
to allow final permit decisions to be rendered.

SUBCOMMITTEE RECESS

Senator LANDRIEU. Thank you so much and the hearing is re-
cessed.

[Whereupon, at 3:53 p.m., Wednesday, April 5, the subcommittee
was recessed, to reconvene subject to the call of the Chair.]
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STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. The hearing will please come to order. Today
the subcommittee is going to hear testimony on the fiscal year 2007
budget request for the National Nuclear Security Administration.
I would like to thank Ambassador Brooks for joining us here today
and providing his testimony. The Ambassador is joined by Jerry
Paul, the Principal Deputy Administrator for Nuclear Nonprolifera-
tion Activities—is that correct?—and Tom D’Agostino, Deputy Ad-
ministrator for Defense Programs; and Admiral Kirkland Donald,
Deputy Administrator for Naval Reactors. I appreciate everyone’s
participation and thank you for coming.

Ambassador Brooks will provide the testimony and his three dep-
uties will be available to answer questions. I understand that is
our format.

The President’s request for NNSA for 2007 is $9.3 billion, up
$211 million from last year’s enacted level. Weapons programs. The
funding for the weapons programs is $6.4 billion, up about $38 mil-
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lion. In large measure, this budget supports the necessary invest-
ments in lab infrastructure. However, I am concerned with the de-
clining trend in science-based stockpile stewardship activities, such
as science, engineering, and inertial confinement fusion.

I could not be more disappointed in what the Department has
proposed for inertial confinement fusion budget. The Department
continues to put all their resources behind the NIF project at the
expense of all the other stockpile activities. Funding for NIF re-
search is up over $50 million while the other high energy density
research has been cut by $115 million. The NIF-at-all-costs atti-
tude is now undermining balancing the weapons stewardship re-
search activities. Declining budgets for non-NIF-related science has
put weapons physics research on Z and Omega clearly at risk.

Mr. Ambassador, I believe this strategy is not the right one and
we are going to work hard to correct it here in the Senate energy
and water bill and we hope the product that we finish with will
meet your satisfaction. It will be different than that which you sub-
mitted to us.

On Monday, Tom D’Agostino briefed me, and I thank him for
that, on NNSA’s plan to implement the nuclear complex of the fu-
ture. The Department has developed a plan to consolidate oper-
ations in fewer locations, which should reduce security costs and
reduce the overall number of facilities that NNSA must maintain
out in the future, perhaps to 2030. In addition, it supports the Reli-
able Replacement Warhead program and begins to catch up on the
dismantlement of weapons no longer in the stockpile. That is good.

What I believe is missing from the plan is a decrease in the over-
all number of weapons systems in the NNSA that they are going
to be expected to maintain. Under the plan the NNSA will continue
to support the same eight systems plus the new RRW through 2030
if I understand it correctly. It seems to me that you have traded
off facilities, science, and people in exchange for the same number
of systems and responsibilities. I am not sure that I got that fig-
ured right, but it looks like it, and I am not sure that makes the
best sense overall.

Why does this plan not contemplate reduction in existing sys-
tems, perhaps the elimination of one of them? Many experts won-
der why we continue to maintain the W80. Maybe it is time to re-
visit the need for the life extension of that weapon. We will see.

Nuclear nonproliferation is the next issue, and the budget con-
tinues to receive strong support from the President. That is good
news. Funding for the nuclear nonproliferation activities are up
$111 million, for a total of $1.73 billion. Funding for MOX, the
global threat reduction initiative, and the MPC&A all received in-
creases. I think that is good news.

One notable exception is the funding cut for the nuclear detection
R&D program. This activity supports research that gives our na-
tional security teams the technical advantage over terrorist coun-
tries that attempt to conceal their nuclear programs. We will ask
about that, why that should have been reduced or eliminated.

In 1998 I worked very hard with a few others to provide $200
million to encourage the Russians to come to the negotiating table
on plutonium disposition, 1998. The funding was in good faith and
the offer to the Russians to demonstrate our sincerity and serious-
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ness about nonproliferation. The Department of Energy and State,
the Department of State, have secured $800 million from G—8 part-
ners to construct the Russian MOX plant, a real achievement.

However, I understand the Russians have raised the stakes and
are now demanding that the G-7 pay for the plant operations. I
think we are correct in that. You have to talk about that, Mr. Am-
bassador. It is a matter of high, high importance. Unless we allow
them to use the plutonium for their fast breeder reactor program,
they insist that we are going to have to pay for plant operations.
Now, I am concerned that these fact reactors could be turned into
breeder reactors and will create additional plutonium, the very sub-
stance we are trying to eliminate.

We also continue to wait for the final approval of the Russians—
that is, their full governmental, governance-making—on the liabil-
ity deal negotiated last July. I feel that the opponents of MOX will
use these delays as an excuse to cut funding for this project. The
Russian delaying tactics have created a liability for the U.S. pro-
gram in my opinion.

I believe we should de-link the construction projects and allow
the U.S. efforts to go forward to create a disposal pathway for our
weapons-grade plutonium. We must live up to our commitments of
reducing our stockpile even if the Russians will not or if for some
reason they think they must continue to delay this matter, as I
have described it, or for other reasons.

In the mean time, we should continue to talk and try to work
things out with the Russians, try to get an agreement prior to or
during the G-8 meeting. That is up to our two great countries and
that will take place this summer. But until we have final agree-
ment that will guarantee the destruction of the 34 tons of Russian
weapons-grade plutonium, the United States should not fund the
Russian construction project and we must not provide any further
design on the MOX plant for the Russians in my opinion.

My last observation has to do, Mr. Ambassador, with the cost of
operations of LANL. In 2 months, Los Alamos National Security
LLC will take over the M&O contract at Los Alamos from the Uni-
versity of California, which has operated the facility for 60 years.
I am concerned about the increased costs of the new contract nego-
tiated by NNSA. I am not saying I am concerned in the sense that
this should not have happened, but I am concerned that the new
contract provides significant increases in the fee, from roughly $8
million to $80 million, and it will require the lab to pay the gross
receipts tax to the State of New Mexico of about $75 million. I
think that is the estimate.

I suspect that there are operations—several other increases that
add to the bottom line operations because of the new contract. I do
not know that. Unfortunately, the Los Alamos lab budget does not
reflect any increases to accommodate these added charges. All of
these costs will come out of R&D, science, and operational ac-
counts, putting further strain on an already tight budget.

I hope to get some answers from you, Mr. Ambassador, as to how
these costs will be offset without having a negative impact on lab
operations. I know the answer is going to be there will be savings
made here and there and elsewhere. That may be the case, but
clearly that is not going to go on forever, and we are going to have
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some assurance that in the future we have got to make this up in
ways other than to continue to assume it will come out of savings.

I will close now by saying how I remain impressed with the suc-
cess of the naval reactor program. I save it for last because it is
best and because it does not take very long to explain it, to just
say that the Navy needs nuclear propulsion plants that are capable
of responding to the challenges that we face and we believe this
program accomplishes these goals. The 5-year plan includes a small
but a steady increase in the naval reactors, which will prove bene-
ficial in the coming months.

Now, I will ask if there are any others who want to make open-
ing remarks. If there are any opening remarks that are needed to
be put in the record, we will provide for that now without objection.

Now, having completed that, we will move to the witness. Mr.
Ambassador, sorry I took so long, but I think you know how I feel
on a few of these subjects now. So you may proceed as you see fit.

STATEMENT OF HON. LINTON F. BROOKS

Ambassador BROOKS. Thank you, sir. I have submitted a state-
ment which I would like received for the record.

The President’s budget supports three main missions: safe, se-
cure, and reliable stockpile; reducing the nonproliferation threat;
and providing reliable and safe nuclear propulsion systems for the
Navy. Most of our programs are similar to previous years, are fa-
miliar to the committee, and are described in my written state-
ment, so I want to limit my opening remarks to drawing your at-
tention to a couple of points.

First, as you noted, sir, although the stockpile remains safe and
reliable today, we must ensure reliability and safety over the long
term and this means transforming the stockpile and the supporting
infrastructure. Our approach to doing so depends heavily on the
concept of a Reliable Replacement Warhead, taking advantage of
our decision to relax cold war design constraints. We believe we
will be able then to design replacement components that are easier
to manufacture, safer, use environmentally more benign material,
and increase performance margins.

I share your concern about the number of weapons systems. The
Department of Defense and we are working together closely. The
question is not: “Will we still be maintaining eight systems in
2030?” The answer is almost certainly no. The question is: “How
far along do we have to go in this new effort before the military
can have confidence that it can eliminate a weapons system?” Our
assumption for the long-term future demands, frankly, that there
would be reductions in the life extension programs. Otherwise the
resfgugces for modernizing the complex are going to be very difficult
to find.

We have completed, as you know and as you have been briefed,
an intensive effort to sustain and establish our vision for the fu-
ture, and I am quite pleased with it. Our challenge has been to find
a path that is both affordable and feasible, and lets us continue to
support the near-term stockpile.

I want to make two other points about the weapons program.
Last year the Congress reduced life extension programs and those
reductions challenge our ability to meet DOD requirements. I am
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especially concerned with the reduction to the W76 submarine-
launched ballistic missile warhead and, assuming that it is re-
tained, the W80 cruise missile warhead.

Also last year, the Congress significantly reduced funds for the
facilities and infrastructure recapitalization program. That has
made it impossible to meet the congressionally-mandated date of
2011 to terminate this program and the administration has sub-
mitted legislation to extend the effort 2 years. I hope that the Con-
gress this year will support the President’s request in both those
areas.

Turning to nonproliferation, I would like to highlight three areas.
First, we are on track to meet the various commitments agreed to
between President Bush and President Putin at Bratislava in 2008.
We will complete security upgrades in Russia by that date.

Second, we are requesting a significant funding increase to per-
manently shut down the three remaining weapons-grade plutonium
production reactors in Russia and we are also proposing a signifi-
cant increase for the global threat reduction initiative, which se-
cures both fissionable and radioactive material.

Finally, as you noted, under the plutonium disposition program
we expect to begin construction of the MOX fuel fabrication facility
this fall, and approval of the entire administration request is in my
judgment crucial because we will be seeking the peak funding con-
struction year in 2007.

I would also like to turn to two points that you made in your
opening statement and respond briefly to them and then we can re-
spond further in questions. With respect to nonproliferation re-
search and development, our request this year is almost identical
to our request last year. Last year the Congress increased funding.
We did not take that as intended to be direction to alter our long-
term base, and so it is not a question of cutting that program. It
is a question of assuming that that was a one-time increase.

Secondly, with regard to Los Alamos, I share your concern that
we make sure that the American taxpayers and the program are
not put at risk by the change we have made at Los Alamos. Over
the next 7 years we could potentially spend almost half a billion
dollars in fees at Los Alamos and I intend to get something for it.

First, 70 percent of that fee will be performance-based and we
will not spend it unless the performance warrants it. Performance
very much includes efficiencies and improvements that will free up
resources. As you know, when the lab director decided to shut the
facility down, you can argue about the bookkeeping, but we prob-
ably spent several hundred million dollars. If we can guarantee
that never happens again, we will in fact have more money to go
into the program.

I am also pleased that the new contractor has proposed a de-
creasing fee that starts at $70 million a year and drops in the sev-
enth year to a maximum of $54 million. That is still a lot of money,
but it is an indication that they believe that their task will be
greatest in the early years.

Finally, as you noted, the naval reactors effort, which has always
been a model for performance efficiency, is the final segment of our
budget. Our request supports our No. 1 priority of ensuring safety
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and reliability of 104 operating Navy nuclear propulsion plants and
it also continues research on advanced technology.

PREPARED STATEMENT

Mr. Chairman, our budget request continues to transform the
stockpile, continues to transform the infrastructure, continues to
reduce the global danger from proliferation, and continues to en-
hance Navy force projection capabilities, and I urge the committee
to support it.

With that, sir, I am ready for your questions.

[The statement follows:]

PREPARED STATEMENT OF HON. LINTON F. BROOKS

Thank you for the opportunity to discuss the President’s fiscal year 2007 Budget
Request for the National Nuclear Security Administration (NNSA). This is my
fourth appearance before this committee as the Under Secretary for Nuclear Secu-
rity, and I want to thank all of the members for their strong support for our impor-
tant national security responsibilities.

OVERVIEW

In the sixth year of this administration, with the strong support of Congress,
NNSA has achieved a level of stability that is required for accomplishing our long-
term missions. Our fundamental responsibilities for the United States include three
national security missions:

—assure the safety and reliability of the U.S. nuclear weapons stockpile while at
the same time transforming that stockpile and the infrastructure that supports
it;

—reduce the threat posed by nuclear proliferation; and

—provide reliable and safe nuclear reactor propulsion systems for the U.S. Navy.

The budget request for $9.3 billion, an increase of $211 million, supports these
NNSA missions.

Weapons Activities

The NNSA is committed to ensuring the long-term reliability, safety and security
of the Nation’s nuclear deterrent. Stockpile Stewardship is working; the stockpile
remains safe and reliable. This assessment is based not on nuclear tests, but on cut-
ting-edge scientific and engineering experiments and analysis, including extensive
laboratory and flight tests of warhead components and subsystems. Each year, we
are gaining a more complete understanding of the complex physical processes under-
lying the performance of our aging nuclear stockpile. However, as we continue to
draw down the stockpile to the levels established in the Treaty of Moscow—between
1,700 and 2,200 operationally deployed strategic nuclear weapons—we must con-
sider the long-term implications of successive warhead refurbishments for the weap-
ons remaining in the stockpile. Successive refurbishments will take us further from
the tested configurations and it is becoming more difficult and costly to certify war-
head remanufacture despite the extraordinary success of the Stockpile Stewardship
Program.

If we were starting to build the stockpile from scratch today we would take a
much different approach than we took during the Cold War. Most of today’s war-
heads were designed to maximize explosive yield with minimum size and weight so
that many warheads could be carried on a single delivery vehicle. As a result, weap-
ons designers designed closer to the so-called “cliffs” in performance. If we were de-
signing the stockpile today, we would manage risk differently, trading size and
weight for increased performance margins and ease of manufacture and mainte-
nance.

Second, the legacy stockpile was not designed for longevity. During the Cold War
we introduced new weapons routinely, turning over most of the stockpile every 15—
20 years. Today, our weapons are aging and now are being rebuilt in life extension
programs that are both difficult and costly. Rebuilding nuclear weapons will never
be cheap, but Cold War decisions to use certain hazardous materials mean that, in
today’s health and safety culture, warheads are much more costly to remanufacture.

Furthermore, we continue to evolve our deterrent posture from its Cold War ori-
gins to one that requires far fewer weapons. Decisions the President announced in
2004 will result, by 2012, in the smallest total stockpile since the Eisenhower Ad-
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ministration. Even with these unprecedented reductions, however, the stockpile—es-
pecially the components we keep in reserve—is probably too large.

Finally, with regard to physical security, we must consider new technology to en-
sure these weapons can never be used by those who wish to harm us. During the
Cold War the main security threat to our nuclear forces was from espionage. Today,
that threat remains, but to it has been added a post-9/11 threat of well-armed and
competent terrorist suicide teams seeking to gain access to a warhead or to special
nuclear materials in order to cause a nuclear detonation in place. This change has
dramatically increased security costs. If we were designing the stockpile today, we
would apply new technologies and approaches to warhead design as a means to re-
duce physical security costs.

Fortunately, we know how to address all of these problems.

The administration’s Nuclear Posture Review (NPR), completed in December
2001, called for a transition from a threat-based nuclear deterrent with large num-
bers of deployed and reserve weapons to a deterrent based on capabilities, with a
smaller nuclear weapons stockpile and greater reliance on the capability and re-
sponsiveness of the Department of Defense (DOD) and NNSA infrastructure to re-
spond to threats. Success in realizing this vision for transformation will enable us
to achieve over the long term a smaller stockpile, one that is safer and more secure,
one that offers a reduced likelihood that we will ever again need to conduct an un-
derground nuclear test, and one that enables a much more responsive nuclear weap-
ons infrastructure. Most importantly, this effort can go far to ensure a credible de-
terrent for the 21st century that will reduce the likelihood we will ever have to em-
ploy our nuclear capabilities in defense of the Nation—through demonstration of re-
sponsiveness in design and production, demonstration of confidence in our abilities,
cleanup of portions of the Cold War legacy and demonstration of America’s will to
maintain nuclear preeminence. We have worked closely with the DOD to identify
initial steps on the path to a responsive nuclear infrastructure.

What do we mean by “responsive nuclear weapons infrastructure?” By “respon-
sive” we refer to the resilience of the nuclear enterprise to unanticipated events or
emerging threats, and the ability to anticipate innovations by an adversary and to
counter them before our deterrent is degraded. Unanticipated events could include
complete failure of a deployed warhead type or the need to respond to new and
emerging geopolitical threats. The elements of a responsive infrastructure include
the people, the science and technology base, and the facilities and equipment to sup-
port a right-sized nuclear weapons enterprise. But more than that, it involves a
transformation in engineering and production practices that will enable us to re-
spond rapidly and flexibly to emerging needs. Specifically, a responsive infrastruc-
ture must provide capabilities, on appropriate timescales and in support of DOD re-
quirements, to:

—Dismantle warheads;

—Ensure warheads are available to augment the operationally deployed force;

—Identify, understand, and fix stockpile problems;

—Design, develop, certify, and begin production of refurbished or replacement

warheads;

—DMaintain capability to design, develop, and begin production of new or adapted

warheads, if required;

—Produce required quantities of warheads; and

—Sustain underground nuclear test readiness.

As we and the DOD take the first steps down this path, we clearly recognize that
the “enabler” for transformation is our concept for the Reliable Replacement War-
head (RRW). The RRW would relax Cold War design constraints that maximized
yield to weight ratios and thereby allow us to design replacement components that
are easier to manufacture, are safer and more secure, eliminate environmentally
dangerous materials, and increase design margins, thus ensuring long-term con-
fidence in reliability and a correspondingly reduced chance we will ever need to re-
sort to nuclear testing.

The combination of the RRW and a responsive infrastructure—each enabled by
the other—may be genuinely transformational. The reduced stockpile the President
approved in 2004 still retains a significant non-deployed nuclear stockpile as a
hedge against technical problems or geopolitical changes. Once we demonstrate that
we can produce warheads on a timescale in which geopolitical threats could emerge,
we would no longer need to retain extra warheads to hedge against unexpected geo-
political changes.

In addition to the mission of continuously maintaining the safety, security, reli-
ability and operational readiness of the Nation’s nuclear deterrent, establishing the
capabilities to achieve and sustain this transformation is a central focus of our ac-
tivities. Transformation will, of course, take time. We are starting now with improv-
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ing business and operating practices, both in the Federal workforce and across the
nuclear weapons complex, and through restoring and modernizing key production
capabilities. Full infrastructure changes, however, will take a couple of decades. But
I believe by 2030 we can achieve a responsive infrastructure that will provide capa-
bilities, if required, to produce weapons with different or modified military capabili-
ties. As important, through the RRW program we will revitalize our weapons design
community to meet the challenge of being able to adapt an existing weapon within
18 months and design, develop, and begin production of a new design within 3—4
years of a decision to enter engineering development—goals that were established
in 2004.

As part of the transformation process we are also actively reviewing the rec-
ommendations of the Secretary of Energy Advisory Board Nuclear Weapons Com-
plex Infrastructure Task Force to prepare a comprehensive plan for transforming
the nuclear weapons complex. Many of the recommendations are consistent with ini-
tiatives that NNSA was already considering or is implementing (design of a Reliable
Replacement Warhead, consolidation of Special Nuclear Materials, accelerating dis-
mantlement of retired weapons, managing the evolving complex to enhance respon-
siveness and sustainability, and establishing an Office of Transformation). The anal-
ysis of this report and its recommendations is underway and should be completed
and presented to the Congress by this spring.

Transformation presents some significant near term challenges, one of which is
pit production. The NNSA considers an appropriate pit production capacity to be es-
sential to its long-term evolution to a more responsive nuclear weapons infrastruc-
ture. We are disappointed, therefore, that Congress declined to fund planning for
a modern pit production facility in fiscal year 2006. As a result, we did not seek
funding for this facility in fiscal year 2007; although we remain convinced that in-
creased pit production capacity is essential to our long-term evolution to a more re-
sponsive nuclear weapons infrastructure. In coming months, we will work with Con-
gress to identify an agreed approach to fund long-term pit production capacity. In
the meantime, we plan to increase the Los Alamos National Laboratory pit manu-
facturing capacity to 30—40 pits per year by the end of fiscal year 2012 in order to
support the Reliable Replacement Warhead. This production rate, however, will be
insufficient to meet our assessed long-term pit production needs.

Another challenge of transformation is maintaining the balance between Life Ex-
tension Programs (LEP) for the current stockpile and development of the RRW and
new infrastructure. The warhead LEP is key to our meeting the Department of De-
fense’s (DOD) mission needs today and during transformation. These programs de-
serve special attention and I am concerned that fiscal year 2006 Congressional re-
ductions for two warhead LEPs have challenged our ability to meet our deterrence
needs. A reduction in the W76 LEP request significantly increased the risk to
achieving a first production unit by the end of fiscal year 2007. Reductions to the
W80 LEP request have delayed deployment of first production units and delayed the
introduction of important use control features to strengthen security. We hope that
this committee renews its support for these critical LEPs.

Another significant near term challenge is ensuring the security of our people, our
nuclear weapons, our weapons-usable materials, our information, and our infra-
structure from harm, theft or compromise. The job has become more difficult and
costly as a result of two factors: the increased post-9/11 threat to nuclear warheads
and associated fissile materials coupled with the primacy of “denying access” to
these key assets—a much more rigorous security standard than “containment” of
the asset. We will meet the requirements of the 2003 Design Basis Threat (DBT)
by the end of this fiscal year. We expect to be compliant with the 2005 DBT revi-
sions at the two most sensitive locations, the Secure Transportation Asset and the
Pantex Weapons Plant by the end of fiscal year 2008 as required by Departmental
policy.

The world in 2030 will not be more predictable than it is today, but this vision
of our future nuclear weapons posture is enabled by what we have learned from 10
years of experience with science-based Stockpile Stewardship, from planning for and
carrying out life extension programs for our legacy stockpile, and from coming to
grips with national security needs of the 21st century as laid out in the NPR. A
world of a successful responsive infrastructure isn’t the only plausible future of
course. But it is one we should strive for. It offers the best hope of achieving the
President’s vision of the smallest stockpile consistent with our Nation’s security.
That’s why we are embracing this vision of stockpile and infrastructure trans-
formation. We should not underestimate the challenge of transforming the enter-
prise, but it is clearly the right path for us to take.
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Defense Nuclear Nonproliferation

Let me now turn to our nuclear nonproliferation and threat reduction programs.
Acquisition of nuclear weapons, WMD capabilities, technologies, and expertise by
rogue states or terrorists poses a grave threat to the United States and inter-
national security. The pursuit of nuclear weapons by terrorists and states of concern
makes it clear that our threat detection programs are urgently required must be
successful and must proceed on an accelerated basis. The NNSA budget request ad-
dresses this urgency and demonstrates the President’s commitment to prevent, con-
tain, and roll back the proliferation of nuclear weapons-usable materials, tech-
nology, and expertise.

Our programs are structured around a comprehensive and multi-layered approach
to threat reduction and nuclear nonproliferation. We work with more than 70 coun-
tries to secure dangerous nuclear and radioactive materials, halt the production of
fissile material, detect the illegal trafficking or diversion of nuclear material, and
ultimately dispose of surplus weapons-usable materials. We also work with multilat-
eral institutions including the International Atomic Energy Agency and the Nuclear
Suppliers Group to strengthen nuclear safeguards and improve the nuclear export
control regulatory infrastructure in other countries. This multi-layered approach is
intended to identify and address potential vulnerabilities within the international
nonproliferation regime, reduce the incentive for terrorists and rogue states to ob-
tain WMD, and limit terrorists’ access to deadly weapons and materials.

A significant amount of our work falls at the intersection of nonproliferation and
peaceful use of nuclear materials. The United States is setting an example by mak-
ing a firm commitment to reducing its nuclear arsenal and recycling substantial
quantities of weapons-usable highly enriched uranium for peaceful, civilian, energy-
generating purposes. In 1994, the United States declared 174 tons of highly en-
riched uranium (HEU) to be in excess of our national security needs. The great bulk
of that material is now in the process of being down blended for use in civilian nu-
clear power reactors. Last year, we announced that 17.4 MT of this material will
be down blended and set aside to establish a fuel bank in support of our efforts to
develop an international reliable fuel supply mechanism, an issue I will return to
later in my statement.

In addition, in May of 2004, President Bush announced plans to reduce our Na-
tion’s nuclear weapons stockpile by nearly half, to its smallest size since the Eisen-
hower Administration. This decision enables us to begin to dispose of a significant
amount of weapons-grade nuclear material. Last year, the administration committed
to remove an additional 200 metric tons of HEU—enough material for approxi-
mately 8,000 nuclear warheads—from any further use as fissile material in U.S. nu-
clear weapons This represents the largest amount of special nuclear material ever
removed from the stockpile in the history of the U.S. nuclear weapons program. The
bulk of this material will be retained for use in propulsion systems for our Nation’s
nuclear navy—a step that will allow us to postpone the need to construct a new ura-
nium high-enrichment facility for at least 50 years. Twenty metric tons of this HEU
will be down blended to LEU for use in civilian nuclear power reactors or research
reactors.

We are also working with the Russian Federation to eliminate 34 metric tons of
weapons-usable plutonium in each country that will be converted into MOX fuel and
burned in nuclear power reactors. We believe we have now resolved the impasse
over liability that has long delayed the plutonium disposition program and the con-
struction of the MOX plant at our Savannah River site.

Much of our work focuses on emerging issues such as detecting clandestine nu-
clear supply networks, monitoring efforts by more countries to acquire nuclear
weapons, and preventing the spread of nuclear fuel cycle technology. We have taken
a number of steps to shut down illicit supply networks and keep nuclear materials
out of the hands of terrorists as reflected in U.S. leadership in support of the Pro-
liferation Security Initiative, Security Council Resolution 1540, criminalizing pro-
liferation, and in strengthening international export control regimes.

We have worked to expand our programs designed to stop nuclear smuggling and
nuclear terrorism by cooperatively developing and employing radiological and nu-
clear detection equipment at key border crossings, airports, and major seaports, or
“megaports,” worldwide. NNSA also assists and trains customs officials at home and
abroad to detect the illicit trafficking of nuclear and radiological materials, as well
as dual-use commodities that might be useful in weapons of mass destruction pro-
grams. We are also expanding our efforts to secure and transform global inventories
of weapons-usable materials. Our programs include the Global Threat Reduction
Initiative to reduce and secure fissile and radioactive material worldwide; our Inter-
national Material Protection and Cooperation program, also known as “MPC&A”,
which has accelerated efforts to improve the security of weapons usable material in
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Russia and elsewhere; and our efforts to complete the conversion of research reac-
tors throughout the world to the use of low enriched uranium within the next dec-
ade. There are also two complementary programs that address the repatriation of
fresh and spent HEU material from Russian-supplied research reactors and U.S.-
origin material from research reactors around the world.

Cooperation with Russia on nonproliferation is nothing new for the United States,
but this cooperation has been heightened following the rise of global terrorism and
the events of September 11, 2001. The Joint Statement on Nuclear Security Co-
operation issued by Presidents Bush and Putin at their Bratislava meeting last year
is but one example of the significant progress we have made over the last 5 years.
This joint statement has helped expedite our cooperative work with Russia. For ex-
ample, as a result of the Bush-Putin Bratislava joint statement, we were able to
make the return of fresh and spent HEU fuel from U.S.- and Russian-design re-
search reactors in third countries a top priority, as well as a plan for joint work
to develop low-enriched uranium fuel for use in these reactors. As a result, we were
able complete the conversion of a Russian-supplied research reactor located in the
Czech Republic to low-enriched fuel and to airlift a significant amount of HEU from
the Czech Technical University reactor located near Prague for safe and secure stor-
age in Russia. We have also made significant progress on the other Bratislava joint
statement items, and we expect this cooperation and success will continue.

Beyond the threat of nuclear terrorism, illicit networks engaging in nuclear trade,
and additional states seeking nuclear weapons capability, the nonproliferation com-
munity also faces another significant challenge—revitalizing nuclear energy
throughout the globe in a manner that also advances our nonproliferation interests.
We have the opportunity to reshape our collective approach to ensure that non-
proliferation is the cornerstone of the next evolution of civilian nuclear power and
fuel cycle technology. The challenge before us is to make sure we design—from the
very beginning—technologies and political arrangements that limit the spread of
sensitive fuel cycle capabilities and ensure that rogue states do not use a civilian
nuclear power as cover for a covert nuclear weapons program.

Last month, the administration announced the Global Nuclear Energy Partner-
ship, or GNEP, as part of President Bush’s Advanced Energy Initiative. GNEP is
a comprehensive strategy to enable an expansion of nuclear power in the United
States and around the world, to promote nuclear nonproliferation goals; and to help
resolve nuclear waste disposal issues. Fundamental to GNEP is a new approach to
fuel cycle technology. Under this proposed new approach, countries with secure, ad-
vanced nuclear fuel cycle capabilities would offer commercially competitive and reli-
able access to nuclear fuel services—fresh fuel and recovery of used fuel—to other
countries in exchange for their commitment to forgo the development of enrichment
and recycling technology.

Over the next year, we will work with other elements of the Department to estab-
lish GNEP, paying special attention to developing advanced safeguards and devel-
oping the parameters for international cooperation. Since the signing of the Nuclear
Non-Proliferation Treaty, the world has sought to prevent the proliferation of nu-
clear weapons while expanding the benefits of nuclear technology. I believe that
GNEP takes us closer to that goal. By allowing us to move beyond abstract discus-
sions to tangible actions that will benefit directly those who join us in this partner-
ship. GNEP will offer us the opportunity to take the international lead in making
nonproliferation an integral part of our global nuclear safety and security culture.

Naval Reactors

Also contributing to the Department’s national security mission is the Depart-
ment’s Naval Reactors Program, whose mission is to provide the U.S. Navy with
safe, militarily effective nuclear propulsion plants and ensure their continued safe,
reliable and long-lived operation. Nuclear propulsion enhances our warship capabili-
ties by providing the ability to sprint where needed and arrive on station; ready to
conduct sustained combat operations when America’s interests are threatened. Nu-
clear propulsion plays a vital role in ensuring the Navy’s forward presence and its
ability to project power anywhere in the world.

The Naval Reactors Program has a broad mandate, maintaining responsibility for
nuclear propulsion from cradle to grave. Over 40 percent of the Navy’s major com-
batants are nuclear-powered, including aircraft carriers, attack submarines, and
strategic submarines, which provide the Nation’s most survivable deterrent.

FISCAL YEAR 2007 BUDGET REQUEST BY PROGRAM

The President’s fiscal year 2007 budget request totals $9.3 billion, an increase of
$211 million or 2.3 percent. We are managing our program activities within a dis-
ciplined 5-year budget and planning envelope. We are doing it successfully enough
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to be able to address the administration’s high priority initiatives to reduce global
nuclear danger in Defense Nuclear Nonproliferation, and provide for needed funding
increases in some of our programs within an overall modest growth rate.

Weapons Activities

The fiscal year 2007 budget request for the programs funded within the Weapons
Activities appropriation is $6.41 billion, less than a 1 percent increase over fiscal
year 2006. This request supports the requirements of the Stockpile Stewardship
Program consistent with the administration’s Nuclear Posture Review (NPR) and
the revised stockpile plan submitted to the Congress in June 2004. Our request
places a high priority on accomplishing the near-term workload and supporting
technologies for the stockpile along with the long-term science and technology in-
vestments to ensure the design and production capability and capacity to support
ongoing missions. This request also supports the facilities and infrastructure that
must be responsive to new or emerging threats.

Directed Stockpile Work (DSW) is an area of special emphasis this year with a
fiscal year 2007 request of $1.41 billion, a 3 percent increase over fiscal year 2006.
In fiscal year 2007, we will be accelerating efforts for dismantlement of retired war-
heads and consolidation of special nuclear materials across the nuclear weapons
complex. Both of these efforts will contribute to increasing the overall security at
NNSA sites. DSW also supports routine maintenance and repair of the stockpile; re-
furbishes warheads through the Life Extension Programs; and, maintains the capa-
bility to design, manufacture, and certify new warheads, for the foreseeable future.
DSW also supports managing the strategy, driving the change, and performing the
crosscutting initiatives required to achieve responsiveness objectives envisioned in
the NPR. Our focus remains on the stockpile, to ensure that the nuclear warheads
and bombs in the U.S. nuclear weapons stockpile are safe, secure, and reliable.

Progress in other parts of the Stockpile Stewardship Program continues. The fis-
cal year 2007 request for the six Campaigns is $1.94 billion, a 9 percent decrease
from fiscal year 2006. The Campaigns focus on scientific and technical efforts and
capabilities essential for assessment, certification, maintenance, and life extension
of the stockpile and have allowed NNSA to move to “science-based” stewardship.
These campaigns are evidence of NNSA excellence and innovation in science, engi-
neering and computing that, though focused on the nuclear weapons mission, have
much broader application.

Specifically, $425 million for the Science and Engineering Campaigns provides the
basic scientific understanding and the technologies required to support the workload
and the completion of new scientific and experimental facilities. We will continue
to maintain the ability to conduct underground nuclear tests at the Nevada Test
Site if required, but let me be clear, nothing at this time indicates the need for re-
sumption for underground testing for the foreseeable future.

The Readiness Campaign, with a request of $206 million, develops and delivers
design-to-manufacture capabilities to meet the evolving and urgent needs of the
stockpile and supports the transformation of the nuclear weapons complex into an
agile and more responsive enterprise.

The request of $618 million for the Advanced Simulation and Computing Cam-
paign supports the schedule to enhance the computational tools and technologies
necessary to support the continued assessment and certification of the refurbished
weapons, aging weapons components, and a Reliable Replacement Warhead pro-
gram without underground nuclear tests. As we enhance these tools to link the his-
torical test base of more than 1,000 nuclear tests to computer simulations, we can
continue to assess whether the stockpile is safe, secure, reliable, and performs as
required.

The $451 million request for the Inertial Confinement Fusion Ignition and High
Yield Campaign is focused on the execution of the first ignition experiment at the
National Ignition Facility (NIF) in 2010 and provides facilities and capabilities for
high-energy-density physics experiments in support of the Stockpile Stewardship
Program. To achieve the ignition milestone, $255 million will support construction
of NIF and the NIF Demonstration Program and $168 million will support the Na-
tional Ignition Campaign. The ability of NIF to assess the thermonuclear burn re-
gime in nuclear weapons via ignition experiments is of particular importance. NIF
will be the only facility capable of probing in the laboratory the extreme conditions
of density and temperature found in exploding nuclear weapons.

The Pit Manufacturing and Certification Campaign request of $238 million con-
tinues work to manufacture and certify the W88 pit in 2007 and to address issues
associated with manufacturing future pit types including the Reliable Replacement
Warhead and increasing pit production capacity at Los Alamos National Laboratory.
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Readiness in Technical Base and Facilities (RTBF) and Facilities and Infra-
structure Recapitalization Program (FIRP)

In fiscal year 2007 we are requesting $1.98 billion for the maintenance and oper-
ation of existing facilities, remediation and disposition of excess facilities, and con-
struction of new facilities. This is of critical importance to enable NNSA to move
toward a more supportable and responsive infrastructure.

Of this amount, §1.69 billion is requested for Readiness in Technical Base and Fa-
cilities (RTBF), an increase of 3 percent from fiscal year 2006, with $1.4 billion in
Operations and Maintenance and $281 million for RTBF Construction. RTBF oper-
ates and maintains current facilities, and ensure the long-term vitality of the NNSA
complex through a multi-year program of infrastructure construction.

This request also includes $291 million for the Facilities and Infrastructure Re-
capitalization Program (FIRP), a separate and distinct program that is complemen-
tary to the ongoing RTBF efforts. The FIRP mission is to restore, rebuild and revi-
talize the physical infrastructure of the nuclear weapons complex. FIRP works in
partnership with RTBF to assure that facilities and infrastructure are restored to
an appropriate condition to support the mission, and to institutionalize responsible
and accountable facility management practices. FIRP activities include reducing de-
ferred maintenance, recapitalizing the infrastructure, and reducing the maintenance
base by eliminating excess real property. The FIRP Recapitalization projects are key
to restoring the facilities that house the people, equipment, and material necessary
to the Stockpile Stewardship Program, the primary NNSA mission. FIRP Facility
Disposition activities reduce Environment, Safety and Health (ES&H) and safe-
guards and security liabilities, address footprint reduction of the complex, and re-
duce long-term costs and risks. The primary objective of FIRP Infrastructure Plan-
ning is to ensure that projects are adequately planned in advance of project start.

Last year the Congress significantly reduced funds for the FIRP program. This
reduction, coming on reductions in planned levels dictated by fiscal constraints,
means that the original (and Congressionally mandated) goal of eliminating the
maintenance backlog and terminating the FIRP program by 2011 is no longer at-
tainable. This matter may require legislation extending the FIRP program to 2013.
We remain committed to the concept of FIRP as a temporary, “get well” program
and to the long term, sustained funding of maintenance within the RTBF program.

Secure Transportation Asset

In fiscal year 2007, the budget requests $209 million for Secure Transportation
Asset (STA), a minor decrease from fiscal year 2006 levels, for meeting the Depart-
ment’s transportation requirements for nuclear weapons, components, and special
nuclear materials shipments. The workload requirements for this program will esca-
late significantly in the future to support the dismantlement and maintenance
schedule for the nuclear weapons stockpile and the Secretarial initiative to consoli-
date the storage of nuclear material. The challenge to increase secure transport ca-
pacity is coupled with and impacted by increasingly complex national security con-
cerns. To support the escalating workload while maintaining the safety and security
of shipments, STA is increasing the cumulative number of Safeguard Transporters
in operation by three per year, with a target total of 51 in fiscal year 2011.

Environmental Projects and Operations

We are requesting $17.2 million for Environmental Projects and Operations. The
$17.2 million request is for a new function, Long Term Response Actions/Long-Term
Stewardship, which covers continuing environmental stewardship at NNSA sites
after the completion of Environmental Management activities. This new program at
each site begins when EM cleanup activities are completed, and will continue for
several years. Activities comprise routine inspections of landfill covers/caps, and
maintenance of pump and treatment systems, and starting in fiscal year 2007, will
be performed at three NNSA sites: Lawrence Livermore National Laboratory, Kan-
sas City Plant, and Sandia national laboratories.

The fiscal year 2007—2011 Budget Request does not include the transfer of legacy
environmental management activities at NNSA sites that was proposed in the fiscal
year 2006 Budget Request. However, the responsibility for newly generated waste
at the Lawrence Livermore National Laboratory and the Y-12 National Security
Complex was transferred to the NNSA in fiscal year 2006, and is managed in the
Readiness in Technical Base and Facilities GPRA unit.

Nuclear Weapons Incident Response

The fiscal year 2007 request for Nuclear Weapons Incident Response is $135 mil-
lion, an increase of 15 percent over fiscal year 2006. The NNSA Emergency Oper-
ations remains the U.S. Government’s primary capability for radiological and nu-
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clear emergency response in support of Homeland Security. The program is con-
tinuing efforts to enhance Emergency Response capabilities, and the budget request
supports all assets as planned, with emphasis on recruitment and training of per-
sonnel called into action during emergency situations. The fiscal year 2007 increase
is primarily associated with the research and development efforts of the Render Safe
Research and Development program. This budget realigns this research and devel-
opment funding to Emergency Response where the program is managed.

Safeguards and Security

The fiscal year 2007 request for Safeguards and Security is $754 million. This
budget supports two security-related activities. The budget request proposes that
the physical security portion of NNSA’s Safeguards and Security GPRA Unit be re-
named “Defense Nuclear Security”, consistent with the responsible NNSA organiza-
tion. This program is responding to a revision in threat guidance affecting physical
security at all NNSA sites. Meeting the Design Basis Threat will require further
upgrades to equipment, personnel and facilities, and NNSA is committed to com-
pleting these activities. The Cyber Security program activities, managed by the
NNSA Chief Information Officer, comprise the rest of this account, and the fiscal
year 2007 request is essentially level with the fiscal year 2006 funding level. The
Request includes funding for the DOE Diskless Conversion initiative. Meeting the
post-9/11 security requirements has required a significant long-term investment, re-
flecting DOE’s continuing commitment to meet these requirements.

Defense Nuclear Nonproliferation

The Defense Nuclear Nonproliferation program goal is to detect, prevent, and re-
verse the proliferation of Weapons of Mass Destruction (WMD) while mitigating nu-
clear risk worldwide. Our programs address the danger that hostile nations or ter-
rorist groups may acquire weapons of mass destruction or weapons-usable material,
dual-use production or technology, or WMD capabilities. Our primary focus in this
regard is securing or disposing of vulnerable stockpiles of weapon-usable materials,
technology, and expertise in Russia and other countries of concern. The administra-
tion’s request of $1.73 billion to support NNSA activities to reduce the global weap-
ons of mass destruction proliferation threat represents almost a 7 percent increase
over the budget for comparable fiscal year 2006 activities.

The administration’s fiscal year 2007 Fissile Material Disposition budget request
is $638 million, an increase of $169 million over fiscal year 2006. This increase re-
flects the progress in implementing the plutonium disposition program in the past
year. Of this amount, $551 million will be allocated toward disposing of surplus U.S.
and Russian plutonium and $87 million will be allocated toward the disposition of
surplus U.S. highly enriched uranium. The plutonium disposition program, the De-
partment’s largest nonproliferation program, plans to dispose of 68 metric tons (MT)
of surplus Russian and U.S. weapons-grade plutonium by fabricating it into mixed
oxide (MOX) fuel for use in civilian nuclear power-generating reactors. The United
States and Russia successfully completed negotiations of a liability protocol for the
program, and senior Russian government officials have assured the United States
that this protocol will be signed in the near future. DOE has also been working to
validate the U.S. MOX project cost and schedule baseline as part of our project man-
agement process, and we will have a validated baseline in place before construction
begins. DOE received authorization to begin construction of the MOX facility from
the Nuclear Regulatory Commission, began site preparation work for the MOX facil-
ity at the Savannah River Site, and implemented a number of improvements to
strengthen the management of the MOX project. Current plans call for construction
of the U.S. MOX facility to start in 2006, with operations to start in 2015. The ad-
ministration’s budget request is essential for continuing this work in fiscal year
2007, which will be a peak construction year. Now that the liability issue is nearing
resolution, high-level U.S.-Russian discussions are taking place to confirm the tech-
nical and financial details for the Russian construction program.

The administration’s fiscal year 2007 budget request of $107 million for the Global
Threat Reduction Initiative (GTRI) is a 10 percent increase over fiscal year 2006
and supports the urgency carried in ambitious completion dates and objectives set
by the program. GTRI represents the Department’s latest effort to identify, secure,
recover, and/or facilitate the disposition of the vulnerable nuclear and radioactive
materials worldwide that pose a threat to the United States and the international
community. Since the creation of GTRI, we have enjoyed a number of successes.
Under our radiological threat reduction program, we have completed security up-
grades at more than 340 facilities around the world. As a result of the Bush-Putin
Bratislava joint statement on enhanced nuclear security cooperation, we have estab-
lished a prioritized schedule for the repatriation of U.S.-origin and Russian-origin
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research reactor nuclear fuel located in third countries. As part of our nuclear mate-
rials threat reduction efforts under GTRI, three successful shipments in fiscal year
2005 to repatriate Russian-origin fresh highly enriched uranium (HEU) from the
Czech Republic (two shipments) and Latvia.

In accordance with the President’s Bratislava commitment, we have also begun
working with the Russian Federation to repatriate Russian-origin spent fuel. We
have also conducted several successful shipments to repatriate U.S.-origin spent nu-
clear fuel from Japan, the Netherlands, Sweden, Greece, and Austria. We have con-
verted three research reactors in the Netherlands, Libya, and the Czech Republic
from the use of HEU to the use of low-enriched uranium (LEU) fuel so far in 2006,
and we have completed physical security upgrades at three priority sites housing
dangerous materials in Ukraine, Kazakhstan, and Uzbekistan.

The International Material Protection and Cooperation fiscal year 2007 budget re-
quest of $413 million is a 2 percent decrease from fiscal year 2006. For more than
a decade, the United States has worked cooperatively with the Russian Federation
and other former Soviet republics to secure nuclear weapons and weapons material
that may be at risk of theft or diversion. As part of the Bush-Putin Bratislava joint
statement, we agreed to accelerate security upgrades at Russian sites holding weap-
ons-usable materials and warheads. The Bratislava joint statement also provided for
a comprehensive joint action plan for cooperation on security upgrades of Russian
nuclear facilities at Rosatom and Ministry of Defense sites. In addition, this state-
ment called for enhanced cooperation in the areas of nuclear regulatory develop-
ment, sustainability, secure transportation, MPC&A expertise training, and protec-
tive force equipment. A number of major milestones for this cooperative program are
on the horizon, and the fiscal year 2007 budget ensures that sufficient funding will
be available to meet these milestones. Security upgrades for Russian Rosatom facili-
ties will be completed by the end of 2008—2 years ahead of schedule. By the end
of 2008 we will also complete cooperative upgrades at the nuclear warhead storage
sites of the Russian Strategic Rocket Forces and the Russian Ministry of Defense
sites. By the end of fiscal year 2007, we will have provided security upgrades at
more than 80 percent of all the nuclear sites in Russia at which we now plan cooper-
ative work.

The administration’s budget request will enable us to expand and accelerate the
deployment of radiation detection systems at key transit points within Russia and
accelerate installation of such equipment in five other priority countries to prevent
attempts to smuggle nuclear or radiological materials across land borders. Through
our Megaports initiative, we plan to deploy radiation detection capabilities at three
additional major seaports in fiscal year 2007 to pre-screen cargo containers destined
for the United States for nuclear and radiological materials, thereby increasing the
number of completed ports to 13.

The fiscal year 2007 budget request of $207 million for the Elimination of Weap-
ons Grade Plutonium Production (EWGPP) is an increase of 18 percent from fiscal
year 2006. The EWGPP program is working toward complete the permanent shut
down of the three remaining weapons grade plutonium production reactors in Rus-
sia at Seversk and Zheleznogorsk. Every week, these reactors currently produce
enough fissile material for several nuclear weapons. The overall EWGPP plan is to
shutdown these reactors permanently and replace the heat and electricity these re-
actors supply to local communities with energy generated by fossil fuel plants by
December 2008 in Seversk and December 2010 in Zheleznogorsk. The reactors will
shut down immediately when the fossil plants are completed. The first validated es-
timate of total program cost—$1.2 billion—was determined in January 2004. After
extensive negotiations with Russia, we achieved $200 million in cost savings. Also,
under the authority to accept international funding as provided in the Ronald W.
Reagan Defense Authorization Act for fiscal year 2005, we have received pledges of
$30 million from six Global Partnership participants. Construction of the fossil fuel
plant at Seversk started in late 2004, and the start of construction of the fossil fuel
plant at Zheleznogorsk was recently approved. The increased funding as part of the
fiscal year 2007 budget request allows for both construction projects to remain on
schedule and thereby hold the line on cost.

The fiscal year 2007 budget requests $269 million for Nonproliferation and
Verification Research and Development. This effort includes a number of programs
that make unique contributions to national security by researching the technological
advancements necessary to detect and prevent the illicit diversion of nuclear mate-
rials. The Proliferation Detection program advances basic and applied technologies
for the nonproliferation community with dual-use benefit to national counter-pro-
liferation and counter-terrorism missions. Specifically, this program develops the
tools, technologies, techniques, and expertise for the identification, location, and
analysis of the facilities, materials, and processes of undeclared and proliferant
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WMD programs. The Proliferation Detection program conducts fundamental re-
search in fields such as radiation detection, providing support to the Department
of Homeland Security (DHS) and the Intelligence Community. The Nuclear Explo-
sion Monitoring program builds the Nation’s operational sensors that monitor from
space the entire planet to detect and report surface, atmospheric, or space nuclear
detonations. This program also produces and updates the regional geophysical data
sets enabling operation of the Nation’s ground-based seismic monitoring networks
to detect and report underground detonations.

The fiscal year 2007 budget request for Nonproliferation and International Secu-
rity is $127 million. This figure cannot be directly compared to fiscal year 2006 be-
cause of a budget structure change that has realigned the Global Initiatives for Pro-
liferation Prevention and HEU Transparency programs to this GPRA unit. Through
this program the Department provides technical and policy expertise in support of
U.S. efforts to strengthen international nonproliferation institutions and arrange-
ments, fosters implementation of nonproliferation requirements through engage-
ment with foreign partners, and helps develop the mechanisms necessary for trans-
parent and verifiable nuclear reductions worldwide. This budget request addresses
our need to tackle key policy challenges including efforts to strengthen the IAEA
safeguards system, attempts to block and reverse proliferation in Iran and North
Korea, attention to augmenting U.S. cooperation with China, India, and Russia, and
our plan to build-up the nonproliferation component of the Global Nuclear Energy
Partnership.

Naval Reactors

The Naval Reactors fiscal year 2007 budget request of $795 million is an increase
of $13.5 million from fiscal year 2006. The Program’s development work ensures
that nuclear propulsion technology provides options for maintaining and upgrading
current capabilities, as well as for meeting future threats to U.S. security.

The majority of funding supports the Program’s No. 1 priority of ensuring the
safety and reliability of the 104 operating naval nuclear propulsion plants. This
work involves continual testing, analysis, and monitoring of plant and core perform-
ance, which becomes more critical as the reactor plants age. The nature of this busi-
ness demands a careful, measured approach to developing and verifying nuclear
technology; designing needed components, systems, and processes; and imple-
menting them in existing and future plant designs. Most of this work is accom-
plished at Naval Reactors’ DOE laboratories. These laboratories have made signifi-
cant advancements in extending core lifetime, developing robust materials and com-
ponents, and creating an array of predictive capabilities.

Long-term Program goals have been to increase core energy, to achieve life-of-the-
ship cores, and to eliminate the need to refuel nuclear powered ships. Efforts associ-
ated with this objective have resulted in planned core lives that are sufficient for
the 30-plus year submarine (based on past usage rates) and an extended core life
planned for CVN 21 (the next generation aircraft carrier). The need for nuclear pro-
pulsion will only increase over time as the uncertainty of conventional fuel cost and
availability grows.

Naval Reactors’ Operations and Maintenance budget request is categorized into
six areas: Reactor Technology and Analysis; Plant Technology; Materials Develop-
ment and Verification; Evaluation and Servicing; Advanced Test Reactor (ATR) Op-
erations and Test Support; and Facility Operations.

The $212 million requested for Reactor Technology and Analysis will support con-
tinued work on the design for the new reactor plant for the next generation of air-
craft carriers, CVN-21. These efforts also support the design of the Trans-
formational Technology Core (TTC), a new high-energy core that is a direct out-
growth of the Program’s advanced reactor technology and materials development
and verification work.

Reactor Technology and Analysis also develops and improves the analysis tools,
which can be used to safely extend service life beyond our previous experience base.
The increasing average age of our Navy’s existing reactor plants, along with future
extended service lives, a higher pace of operation and reduced maintenance periods,
place a greater emphasis on our work in thermal-hydraulics, structural mechanics,
fluid mechanics, and vibration analysis. These factors, along with longer-life cores,
mean that for years to come, these reactors will be operating beyond our previously
proven experience base.

The $131 million requested for Plant Technology provides funding to develop, test,
and analyze components and systems that transfer, convert, control, and measure
reactor power in a ship’s power plant. Reactor plant performance, reliability, and
safety are maintained through a full understanding of component performance and
system condition over the life of each ship. Naval Reactors is developing components
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to address known limitations and to improve reliability of instrumentation and
power distribution equipment to replace aging, technologically obsolete equipment.
Additional technology development in the areas of chemistry, energy conversion, in-
strumentation and control, plant arrangement, and component design will continue
to support the Navy’s operational requirements.

The $118 million requested for Materials Development and Verification funds ma-
terial analyses and testing to provide the high-performance materials necessary to
ensure that naval nuclear propulsion plants meet Navy goals for extended warship
operation and greater power capability. More explicitly, materials in the reactor core
and reactor plant must perform safely and reliably for the extended life of the ship.

The $179 million requested for Evaluation and Servicing sustains the operation,
maintenance, and servicing of Naval Reactors’ operating prototype reactor plants.
Reactor core and reactor plant materials, components, and systems in these plants
provide important research and development data and experience under actual oper-
ating conditions. These data aid in predicting and subsequently preventing problems
that could develop in Fleet reactors. With proper maintenance, upgrades, and serv-
icing, the two prototype plants will continue to meet testing needs for at least the
next decade.

Evaluation and Servicing funds also support the implementation of a dry spent
fuel storage production line that will put naval spent fuel currently stored in water
pits at the Idaho Nuclear Technology and Engineering Center and at the Expended
Core Facility (ECF) on the Naval Reactors facility in Idaho into dry storage. Addi-
tionally, these funds support ongoing decontamination and decommissioning of inac-
tive nuclear facilities at all Naval Reactors sites to address their “cradle to grave”
stewardship responsibility for these legacies, and minimize the potential for any en-
vironmental releases.

The $64.6 million requested for Advanced Test Reactor Operations and Test Sup-
port sustains the ongoing activities of the INL ATR facility, owned and operated by
the Office of Nuclear Energy (NE), Science, and Technology.

In addition to the budget request for the important technical work discussed
above, program direction and facilities funding is required for continued support of
the Program’s operations and infrastructure. The $57 million requested for facilities
operations will maintain and modernize the Program’s facilities, including the Bettis
and Knolls laboratories as well as ECF and Kesselring Site Operations (KSO),
through capital equipment purchases and general plant projects. The $2.8 million
requested for construction funds will be used to complete construction of a materials
development facility and to support the design of a materials research technology
complex. Finally, the $31.2 million requested for program direction will support
Naval Reactors’ DOE personnel at Headquarters and the Program’s field offices, in-
cluding salaries, benefits, travel, and other expenses.

Office of the Administrator

The fiscal year 2007 budget request of $387 million, and increase of 14.2 percent
over the fiscal year 2006 appropriation. NNSA completed the reengineering of its
Federal workforce last year and has begun to recruit to fill critical skill gaps in safe-
ty, security, facilities, and business positions, in addition to the Future Leaders In-
tern program initiated in fiscal year 2005. The fiscal year 2007 request increases
to provide additional personnel and support for mission growth in the Defense Nu-
clear Nonproliferation area, as well as in safety and security functions. The remain-
der of the increase reflects functional transfers to NNSA of 18 people from other
Departmental elements, and fact of life changes including pay adjustments, in-
creased space and occupancy charges, and cost of living increases in pay and bene-
fits. We plan to support a slightly higher workforce level than in previous years,
reflecting support for mission growth areas and skill gap closures.

Historically Black Colleges and Universities Support

A research and education partnership program with the Historically Black Col-
leges and Universities (HBCU) and the Massie Chairs of Excellence was initiated
by the Congress in the Office of the Administrator appropriation in fiscal year 2005
and fiscal year 2006. NNSA has established an effective program to target national
security research opportunities for these institutions to increase their participation
in national security-related research and to train and recruit HBCU graduates for
employment within NNSA. The NNSA’s goal is a stable $10 million effort annually.
The majority of the efforts directly support program activities, and it is expected
that programs funded by the Weapons Activities, Defense Nuclear Nonproliferation
and Naval Reactors appropriations will fund research with the HBCUs in areas in-
cluding engineering, radiochemistry, material and computational sciences and sen-
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sor development. A targeted effort in education and curriculum development, and
support for the Massie Chairs, will also be continued.

MANAGEMENT ISSUES

NNSA has fully embraced the President’s Management Agenda through the com-
pletion of the NNSA re-engineering initiative by creating a more robust and effec-
tive NNSA organization. Additionally, NNSA’s success has been recognized with
consistently “Green” ratings from the DOE, including Budget and Performance Inte-
gration. NNSA’s Planning, Programming, Budgeting and Evaluation (PPBE) process
was implemented simultaneously with the standup of the new NNSA organization,
and is now the established management construct that integrates management, fi-
nancial data and performance information in a multi-year context.

The PPBE process is in its fifth year of implementation, and provides a fully inte-
grated, multi-year perspective. The linkages within NNSA mirror the Headquarters
and field organization structures, and are supported by management processes, con-
tracting, funds control and accounting documentation. The cascade and linkages are
quite evident in our updated NNSA Strategic Plan, issued last November.

We take very seriously the responsibility to manage the resources of the American
pei)ple effectively and I am glad that our management efforts are achieving such re-
sults.

Finally, to provide more effective supervision of high-hazard nuclear operations,
I have established a Chief, Defense Nuclear Safety position and appointed an expe-
rienced safety professional to the position. I believe this will help us balance the
need for consistent standards with my stress on the authority and responsibility of
the local Site Managers.

CONCLUSION

In conclusion, I am confident that we are headed in the right direction. Our budg-
et request will support continuing our progress in protecting and certifying our nu-
clear deterrent, transforming our stockpile and infrastructure, reducing the global
danger from proliferation and weapons of mass destruction, and enhancing the force
projection capabilities of the U.S. nuclear Navy. It will enable us to continue to
maintain the safety and security of our people, information, materials, and infra-
structure. Above all, it will meet the national security needs of the United States
of in the 21st century.

Mr. Chairman, this concludes my statement. A statistical appendix follows that
contains the budget figures supporting our request. My colleagues and I would be
pleased to answer any questions on the justification for the requested budget.

NATIONAL NUCLEAR SECURITY ADMINISTRATION: APPROPRIATION AND PROGRAM
SUMMARY TABLES, OUT-YEAR APPROPRIATION SUMMARY TABLES

FISCAL YEAR 2007 BUDGET TABLES

NATIONAL NUCLEAR SECURITY ADMINISTRATION APPROPRIATION AND PROGRAM SUMMARY

[In millions of dollars]

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2005 Current 2006 Original 2006 2006 Current 2007 Request
Appropriations Appropriation Adjustments Appropriation qu
National Nuclear Security Administration
(NNSA):
Office of the Administrator .............. 363.4 3419 -34 3385 386.6
Weapons Activities (after S&S WFO
OFFSEE) oo 6,625.5 6,433.9 —64.3 6,369.6 6,407.9
Defense Nuclear Nonproliferation ..... 1,508.0 1,631.2 —16.3 1,614.8 1,726.2
Naval Reactors ........ccocccvevurevenennns 801.4 789.5 -19 781.6 795.1
Total, NNSA ..o 9,298.3 9,196.5 —-92.0 9,104.5 9,315.8

Note.—The fiscal year 2006 column includes an across-the-board rescission of 1 percent in accordance with the Department of Defense
Appropriations Act, 2006, Public Law 109-148.

The NNSA budget justification contains information for 5 years as required by
Sec. 3253 of Public Law 106-065. This section, entitled Future-Years Nuclear Secu-
rity Program (FYNSP), requires the Administrator to submit to Congress each year
the estimated expenditures necessary to support the programs, projects and activi-
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ties of the NNSA for a 5-year fiscal period, in a level of detail comparable to that
contained in the budget.

OUT-YEAR APPROPRIATION SUMMARY NNSA FUTURE-YEARS NUCLEAR SECURITY PROGRAM
(FYNSP)

[In millions of dollars]

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2007 2008 2009 2010 2011
NNSA:

Office of the Administrator 387 394 402 410 418
Weapons Activities (after S&S offset) ... 6,408 6,536 6,667 6,800 6,936
Defense Nuclear Nonproliferation ...........ccc...... 1,726 1,761 1,796 1,832 1,869
Naval Reactors 795 811 827 844 861
Total, NNSA 9,316 9,502 9,692 9,886 10,084
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OUT-YEAR FUNDING PROFILE BY SUBPROGRAM

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011

Weapons Activities:

Directed Stockpile WOrk ........c..cooveevveevverrieniinnes 1,381,893 1,431,364 1,462,287 1,494,962
Science Campaign 282,223 281,344 274,296 268,441
Engineering Campaign .....o.cooecveeeneenneieniiienies 169,012 152,114 149,639 147,584
Inertial Confinement Fusion Ignition and High
Yield Campaign 426,035 415,222 414,823 400,013
Advanced  Simulation  and  Computing
Campaign 632,095 621,943 607,746 593,761
Pit Manufacturing and Certification
Campaign 249,588 252,174 260,096 255,832
Readiness Campaign ...........coocveeervvevivnrienions 202,636 198,090 192,401 187,659
Readiness in Technical Base and Facilities 1,767,586 1,833,813 1,907,510 2,008,941
Secure Transportation Asset ........c.ccocverireiienens 225,057 237,344 244,212 247,580
Nuclear Weapons Incident Response .................. 137,766 140,019 142,332 144,701
Facilities and Infrastructure Recapitalization
Program 310,369 339,257 368,054 396,996
Environmental Projects and Operations .............. 17,518 17,805 18,099 18,400
Safeguards and Security ........ccccoomreerrrrernnneenns 768,269 781,279 794,608 808,235
Subtotal, Weapons Activities 6,570,047 6,701,768 6,836,103 6,973,105
Security Charge for Reimbursable Work -34,000 -35,000 -36,000 -37,000
Total, Weapons Activities .........cccoeeverernrrnnne 6,536,047 6,666,768 6,800,103 6,936,105

MAJOR OUT-YEAR CONSIDERATIONS

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011

Weapons Activities 6,570,047 6,701,768 6,836,103 6,973,105
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OUT-YEAR FUNDING PROFILE BY SUBPROGRAM

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011
Defense Nuclear Nonproliferation:

Nonproliferation and Verification Research and
Development 279,439 293,924 311,551 324,034
Nonproliferation and International Security ........ 132,458 134,706 138,835 146,990

International Nuclear Materials Protection and
Cooperation 403,351 444 405 530,723 542,859

Elimination of Weapons Grade Plutonium Pro-
duction 182,017 139,363 20,949 |
Fissile Materials Disposition ............ccccccoevrmrvens 642,853 654,469 710,178 737,976
Global Threat Reduction Initiative ..........cc....... 120,619 129,085 115,635 116,649
Total, Defense Nuclear Nonproliferation ......... 1,760,737 1,795,952 1,831,871 1,868,508

MAJOR OUT-YEAR CONSIDERATIONS

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011

Defense Nuclear Nonproliferation ...........ccoocoevieniiennes 1,760,737 1,795,952 1,831,871 1,868,508

NNSA describes major out-year considerations at each GPRA-Unit level within
this appropriation.

NAVAL REACTORS FUNDING PROFILE BY SUBPROGRAM

[In thousands of dollars]

Fiscal Year 2005 | Fiscal Year 2006 Fiscal Year 2006

Fiscal Year 2006 Fiscal Year 2007

Current Original : Current
Apprgpriat\on Appré%lriation Adjustments Apprgpriat\on Request
Naval Reactors Development (NRD):
Operations and Main-
tenance .......coccovvvrveineins 765,041 728,800 —7,288 721,512 761,176
Program Direction .. 29,264 30,300 —303 29,997 31,185
Construction ! 7,132 30,400 —304 30,096 2,772

Subtotal, Naval Reactors
Development .................. 801,437 789,500 —17,895 781,605 795,133
Use of Prior Year Balances

Total, Naval Reactors ......... 801,437 789,500 —7.89 781,605 795,133

Lln the Conference report to Public Law 109-103, Congress directed that NR transfer $13.5 million to DOE-NE to support the Advanced
Test Reactor (ATR) Life Extension Program (LEP). However, the report included the $13.5 million specified for ATR under the Construction
Heading Vice Operations and Maintenance. The additional $13.5 million has been transferred to NE to support the LEP (NR total transfer to
NE for ATR in fiscal year 2006 was $70.8 million). Actual NR Construction requirements in fiscal year 2006 are $16.9 million.

Note.—The fiscal year 2006 column includes an across-the-board rescission of 1 percent in accordance with the Department of Defense
Appropriations Act, 2006, Public Law 109-148.

Public Law Authorization.—Public Law 83703, “Atomic Energy Act of 1954”; Executive Order 12344 (42 U.S.C. 7158), “Naval Nuclear Pro-
pulsion Program”; Public Law 107-107, “National Defense Authorization Act of 2002, Title 32, “National Nuclear Security Administration”;
Public Law 108-375, National Defense Authorization Act, Fiscal Year 2005; Public Law 108-447, The Consolidated Appropriations Act, 2005;
Public Law 109-163, National Defense Authorization Act, 2006.

OUT-YEAR FUNDING SCHEDULE

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011

Naval Reactors 811,036 827,257 843,802 860,678
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MAJOR OUT-YEAR CONSIDERATIONS

[In thousands of dollars]

Fiscal Year 2008 | Fiscal Year 2009 | Fiscal Year 2010 | Fiscal Year 2011

Naval Reactors:
Operations and Maintenance ............ccccoeuuneee. 765,186 771,407 780,702 804,078
Program Direction 32,700 33,900 35,100 35,900
Construction 13,150 15,950 28,000 20,700

Total, Naval Reactors ........ccocovererveerscinniinns 811,036 827,257 843,802 860,678

NNSA describes major out-year considerations at each GPRA-Unit level within
this appropriation.

PLUTONIUM DISPOSITION

Senator DOMENICI. Thank you very much.

Could we talk first about MOX?

Ambassador BROOKS. Yes, sir.

Senator DOMENICI. First, I am surprised by the lack of detail in
your statement regarding MOX. Your statement makes no mention
of the fact that the Department is rebaselining the entire program
and that cost estimates have increased to over $3 billion. It makes
no mention of the steps the Department is taking to respond to the
DOE IG report, which found that we lack sufficient contractor over-
sight, which has contributed to the increased costs.

It also fails to mention that the Russians have made it clear that
they will no longer pay for the operations of MOX if they are lim-
ited to using the fuel in light water reactors, in the same manner
as the United States. Apparently the Russians have made a unilat-
eral decision that their only interest is in fast reactors.

Finally, I am becoming increasingly frustrated that the Russians
continue to stall the final approval of the liability agreement. I be-
lieve the Russians are now the biggest liability facing the program
and we should sever the link between the construction projects.

So I have questions since your statement fails to mention any of
these issues. Could you update the committee on them and what
are you doing to improve the contract oversight and to rein in the
contractor?

Ambassador BROOKS. Certainly, sir. Let me start with the Rus-
sian program first. Every Russian official at every level continues
to assure us that the holdup in giving final approval to the liability
agreement is entirely procedural. I share your frustration. I will
note, however, that the Russian bureaucracy is legendary for tak-
ing a long time to do even simple things. So the information we
have as recently as 2 weeks ago is an assurance from very senior
Russians that there is no issue.

Second, the Russians have made it clear that they will dispose
of plutonium in light water reactors as we had envisioned if the en-
tire cost is borne by the international community. The Russians
have interpreted the 2000 agreement as suggesting that. I believe
the United States does not interpret it that way. In any event, the
State Department and the Russians and I believe that we are un-
likely to raise all of the operating money from the international
community. Therefore, to preserve our options to go in both direc-
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tions we are working with the Russians on disposing of some fuel
in an existing fast reactor called the BN-600.

The BN-600 was envisioned in 2000 as one method for disposi-
tion and it is not a new idea. It is new that it is seen as the pri-
mary approach. Part of this effort would be to remove the blanket
that makes it a breeder and to do that in a way that is verifiable
to the United States.

I share your view that it would be lunacy to use surplus pluto-
nium in order to make more plutonium and I do not believe the
Russians have any interest in that and we would certainly not
agree to it.

That would then allow a potential path forward. The BN-600
cannot eliminate all the 34 tons of MOX in any reasonable time.
It would simply prove the technology and allow a Russian-planned
reactor called the BN-800, not yet built, to be a path for disposi-
tion.

We intend to work with the Russians to continue to ensure that
they live up to their end of the agreement. At the same time, I no
longer believe that holding up U.S. construction is in our interest.
I believe that because of the need to meet our own obligations and
the relationship between a credible disposition path and material
i:onsolidation, that construction should go forward in South Caro-
ina.

With regard to the Government Accountability Office and the
cost increase, there are three reasons for the cost increase. One
reason is that the initial figures we gave the Congress in 2002 were
in constant 2001 dollars and we are now looking at out-year dol-
ars.

The second reason is that the initial figures we gave the Con-
gress were based on an erroneous, as it turns out, belief that we
would have an optimal funding profile and that has not proved fea-
sible. As a result, our strategy now is to fund at a constant rate.
So it is probable that the 2008 request will be very similar to the
2007 request. That is more efficient from the standpoint of orderly
budgeting. It is less efficient from the standpoint of construction,
so there is an increase.

Then, as you correctly noted, we have had some management
problems. Some of them have been caused by the protracted delay.
Some of them have been caused by reductions, understandable re-
ductions, based on the Russian delay. We are renegotiating the
contract with DCS, the contractor. We decided to renegotiate rather
than to recompete because I believe it is important to get on with
it. We will have a 100 percent incentive fee. We will have stronger
accountability and we will have new contractor management, and
I believe that these steps will in fact give us greater assurance. I
do not want to overpromise, Mr. Chairman. The Department’s
record on large-scale construction projects is not one of the things
to be hugely proud of. But I believe that we are now on top of this
and that we will be able to go forward in a responsible manner.

Senator DOMENICI. Maybe this is not a question for you, but let
us just talk about this anyway. Why are we doing these things we
are doing for the Russians? We started this program, these pro-
grams—the first of the kind was Nunn-Lugar. It took 3, 4, 5 years
for it to get operating. It is about 20 years old. At that point we
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had lots of potential proliferation around and the Russians had no
money and things were really going to hell in a handbag.

It was hard at first for Americans to get the idea that we ought
to give them help, but we did, and we got into this in a big way.
We got three major programs that we call nonproliferation in the
world and almost all of the money goes to something that is Rus-
sian, including the safeguard program. That is still going in, is it
not, where we make sure things are guarded properly?

Ambassador BROOKS. Yes, sir. Yes, sir.

Senator DOMENICI. That is American money to safeguard things
over there.

Ambassador BROOKS. Yes, sir.

Senator DOMENICI. The reason I say I do not know if it is for you
to answer, but why do we still do these things for Russia? Why do
they not do it themselves?

Ambassador BROOKS. Well, increasingly they are, sir, and I
agree.

Senator DOMENICI. Wait a minute. You agree with what?

Ambassador BROOKS. I agree with what I take to be your view,
that it is increasing for them to bear the burden of doing their own
efforts.

We support improving security in Russian nuclear material for
the same reason we did when you and others started it, because
we believe that it is the way you protect the United States.

Senator DOMENICI. Absolutely.

Ambassador BROOKS. The best way to keep nuclear material out
of the hands of those who would do us harm is at the source.

At the same time, we are coming to the end of that phase and
President Bush and President Putin have explicitly stated at
Bratislava they want to see us move from assistance to partner-
ship. We are going to finish our work in improving Russian secu-
rity in 2008. In fact, the Russians have already picked up a sub-
stantial—some of the sites that when I sat before you last year I
gxpected we would be doing, the Russians are now going to be

oing.

We are shifting our effort to much more of a collaborative under-
standing of sharing best practices, of working on how we make
sure that they sustain this effort. So I think that, although perhaps
less rapidly than you might like, we are moving away from sending
money there.

Senator DOMENICI. Well, I appreciate your answer, and I have
not been back to Russia since we started this a long time ago. It
was all different people and a completely different government, so
I do not know how they feel or what they think about this dialogue
here today.

But this whole business of MOX and plutonium disposition and
the 34 tons that we made a deal on, made an agreement on, it is
incredible to me that they are ready to pay for all of this. It has
taken us so long to get something done that it would appear to me
this is in their benefit as much as ours or more. And we are having
so much trouble getting it done.

That is why I am pleased to hear you say that we ought to—you
did not use my language of “de-link” because that is too strong a
word, but you indicated we should proceed——
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Ambassador BROOKS. Yes, sir.

Senator DOMENICI [continuing]. If T heard you right.

Ambassador BROOKS. Yes, sir, you did hear it right.

Senator DOMENICI. You can rest assured that in the appropria-
tions process to the extent that we can have anything to do with
that, that is what we are going to say. It is a long way, we’ve been
waiting long enough. America has a rare chance to make a break-
through with MOX that we waited 25 years to do and should have
done, and we just as well get on with it.

I think the State that has agreed it has some empathy, deserves
some empathy, too. They cannot sit around forever and wait either.
Maybe others do not understand that, but we do. It is a tough pro-
gram,

Ambassador BROOKS. Thank you, sir.

Senator DOMENICI. So we understand each other on MOX, and
on plutonium disposition what I have described is what we are
going to do, and you can decide as the legislation moves through
what the administration’s position is going to be.

Ambassador BROOKS. Yes, sir.

NATIONAL IGNITION FACILITY

Senator DOMENICI. All right. The NIF budget. Does the fiscal
year 2007 budget support the administration’s goal of ignition by
20107?

Ambassador BROOKS. Yes, sir, it does.

Senator DOMENICI. Do you agree with the JASON’s report on the
NIF ignition plan, that it was fair and an accurate estimate of the
NIF program?

Ambassador BROOKS. It was, and what it said was that they
agree that we will be able to conduct the ignition experiment in
2010. They are less confident whether the first experiment will
work, and we share this view. This is something that has never
been done before. But we were pleased to see the JASON’s report
support the basic notion that the program is on track to conduct
an ignition experiment in 2010. We intend to keep it on track.

Senator DOMENICI. Well, they say that—the JASON report,
which you believe to be an accurate report, stated that 2010 igni-
tion was “unrealistic.” If this top-caliber review believes this goal
is unrealistic, then why should we support a budget request that
makes deep cuts in all these other programs to support this pro-
gram that says it is unrealistic to expect the 2010 ignition?

Ambassador BROOKS. Respectfully sir, what they said was that
it was realistic to assume that we could meet our goal to conduct
the experiment in 2010, that it was not clear—if you say they used
the word “unrealistic,” I accept that; I do not remember it when I
read the report—that it was not clear whether the first experiment
would succeed.

I will say it is unrealistic to assume that the first time you try
anything that has never been done before that you can guarantee
it is going to work. I do not want to suggest that I am promising
the committee that we will achieve ignition on the first try. I be-
lieve that we will conduct an experiment in 2010. I believe we have
a chance that it will work. But they call it research because we
have not done it yet.
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So I do think that the decisions we have made are sound, al-
though I think that we will try to start shifting some resources as
we get through this peak period in the NIF, I think we will try to
shift some resources back to using some of the other tools in iner-
tial confinement fusion. For example, the Z refurbishment project
will be complete in fiscal 2007, and I think that we did in fact re-
duce the amount of money that went into some of the other valu-
able areas like Z and Omega.

Senator DOMENICI. Well, the people at NIF know where this Sen-
ator stands and I stand by watching and waiting and hoping that
it works. It is one of the biggest gambles I have ever voted for and,
looking back on it, while I take great pride in saying I really love
big science, that is one I would like to go back and see whether my
arms would fit around it again. I am not quite sure they would.

But, having said that, I see another Senator here and I have lots
of questions, but he does not have as many as me, nor as much
time. Would you have questions at this point?

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. Well, I do, Mr. Chairman, and thank you.
Thank you for holding this hearing today. I do have a full state-
ment I would like to make a part of the record if I might.

Senator DOMENICI. It will be made a part of the record.

[The statement follows:]

PREPARED STATEMENT OF SENATOR WAYNE ALLARD

Thank you Mr. Chairman for the opportunity to attend this hearing today.

Ambassador Brooks, it is a pleasure to see you again. I enjoyed our meeting a
couple of weeks and appreciate your taking the time to stop by. I want you to know
that I support you and the rest of Department. I look forward to working with you
this year.

Mr. Chairman, I believe the Bush Administration has received far too little credit
for its efforts to reduce proliferation and reduce the threat of a nuclear conflict.
Many folks still have not recognized that the Treaty on Strategic Offensive Reduc-
tions (Moscow Treaty) will reduce the size of the U.S. stockpile to a level that has
not been seen in 50 years. Indeed, we are pulling weapons out of the stockpile so
fast that the Department of Energy had to double its fiscal year 2007 budget re-
quest for dismantlement of nuclear weapons.

And, the administration hasn’t stopped there. Under your leadership, Ambassador
Brooks, we are moving forward with the reliable replacement warhead program,
which could further reduce the number of weapons in our stockpile. I think those
who oppose this program have not really looked at it closely.

Their opposition to the RRW program does not make sense when the only alter-
native is the costly refurbishment process. Their opposition certainly does not make
sense if, as promised, this program results in significantly greater reductions in our
stockpile.

I firmly believe that nuclear weapons remain a critical element of our national
security and are a significant deterrent to potential adversaries. The threat has not
gone away and is unlikely to do so in the distant future. I think we can be much
smarter and much more efficient in how we approach the stockpile without losing
the effectiveness that we require. Programs like the reliable replacement warhead
are a right step in this direction.

Thank you Mr. Chairman for the opportunity to speak today. I look forward to
the Ambassador Brook’s testimony.

CHANGES IN THE NUCLEAR WEAPONS COMPLEX

Senator ALLARD. I have a news release here where Mr.
D’Agostino prepared a statement, I guess yesterday to the House,
laying out the future of the nuclear weapons complex. I am won-
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deri}rllg if maybe you might go into—as you know, I am interested
in that.

Ambassador BROOKS. Yes, sir.

Senator ALLARD. And I wonder if you might go into a little more
detail than what I am seeing here.

Ambassador BROOKS. Certainly, sir.

Senator DOMENICI. I see he is here. Whoever wants to do it.

Ambassador BROOKS. Well, let me.

Senator ALLARD. Okay. Well, we can have—whatever, just so I
get an answer.

Ambassador BROOKS. Let me try.

Senator DOMENICI. Sure.

Ambassador BROOKS. We have pretty much all the knowledge we
have got in this room, so we can tell you where we are going.

We have for the last couple of years been looking at the question
of the complex of the future. We had an external look done by the
Secretary of Energy Advisory Board, and we received the report
late last year. That external look recommended moving very quick-
ly to a single site for everything that involves uranium and pluto-
nium at a location yet to be determined and it made a number of
other recommendations, many of which we have adopted.

Our approach to the future of the complex has a number of parts.
First, we intend to continue to emphasize the development of the
Reliable Replacement Warhead because if we can simplify the abil-
ity to maintain and improve warheads then any complex can be
made more efficient. So we see that as good in itself, but also as
an enabler for the improved complex.

Second, we believe that one of our weaknesses today which we
do not need to wait for the future is that the complex does not
function in an integrated manner. Deputy Administrator
D’Agostino has already put out guidance to make our incentive
package for each of the sites based in part on the ability of the
whole complex to meet its requirements.

Third, we think that we should dramatically reduce the number
of places where we do plutonium and uranium work, both for effi-
ciency, but in order to reduce the cost of security. For uranium, we
believe that the investments we are making and have planned at
Y-12 make it the long-term uranium, highly enriched uranium cen-
ter for the United States. We are building a facility called the
Highly Enriched Uranium Materials Facility, which will be the
storage facility, the Fort Knox of uranium, if you wish, and we will
be working with the Congress in coming years to build a facility
next to it where all the uranium processing work is done.

Putting these two facilities next to each other will do two things.
It will dramatically reduce the number of buildings that actually
have material in it and it will dramatically shrink the area that
we have to guard and protect.

With regard to plutonium, we believe that we should consolidate
by the early 2020’s essentially all plutonium work, both in making
pits and in doing research on plutonium, at a single facility. Until
that facility exists, the capability at Los Alamos will provide the in-
terim capability.

We believe that the long-term future of the weapons labs—and
we do not know where that plutonium facility should go, but our
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general view is it should go at an existing site that uses category
I and category II material. We do not think it is particularly worth
the physical and political cost of moving plutonium to places where
it has never been.

As a result, we intend to over time eliminate having special nu-
clear material at the three weapons laboratories. Sandia, which has
the Sandia Pulse Reactor, has the primary material. We will finish
the last series of experiments on that reactor later this year and
fv‘ve will be in a position to make Sandia special nuclear material-
Tee.

We expect to begin moving material out of Livermore in 2008. I
would like to be a little fuzzy right now about where we are going
to put it, but we are going to begin moving it and intend to have
Livermore free of special nuclear material by 2012. One precursor
to that is obviously we want both Los Alamos and Livermore to
continue to have intellectual involvement in plutonium metallurgy,
which is so crucial to the stockpile, and we are going to have to
work arrangements so that can be done from a single consolidated
site.

Ultimately, if Los Alamos does not become the site of the new
plutonium center, we would much later move out of Los Alamos.
We intend to create a new non-nuclear production facility by 2012.
Our facility in Kansas City is one of our best-run and best-man-
aged facilities, but it is still operated as a government-owned, con-
tractor-operated facility. It still has 3 million square feet of floor
space and the United States does not need that, and we intend to
move toward a different kind of facility. We still believe that there
are things that need to be made under direct contract to us, that
not all non-nuclear components can you simply go out and procure.
But we want to move to more commercial procurement where that
is appropriate.

We intend to make it clear to the Congress and the American
people and the world that this is not the start of some new arms
race, by accelerating the rate at which we dismantle weapons. Be-
tween 2006 and 2007, we will have a 50 percent increase in dis-
mantlement and we are still looking at what we can do in the out-
years.

Finally, we intend to look with regard primarily t